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models as efficient as the newest. 
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From B&W Research and Development .. . 
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A practical, long-proved solution to rising construc- 
tion costs may be found in the B&W Divided- 
Furnace Boiler. Whether it is a problem of con- 
serving height, width, or both—especially for units 
with large heat input—B&W’s Divided-Furnace 
design offers remarkable economies. The sketches 
on the opposite page show typical savings in space 
for twin-furnace and triple-furnace construction as 
compared with single-furnace construction. 

A furnace division wall receives heat from both 
sides and therefore must be assured an adequate 


supply of water. With the B&W Cyclone-Steam 
Separator, circulation in division walls of B&W 
boilers has always been more than ample—as proved 
by long-term central station operation at boiler de- 
sign pressures as high as 2650 psi. Many years of 
experience stand behind B&W’s Divided-Furnace 
construction with all types of large units—Radiant, 
Stirling, and Open-Pass. Over 75 B&W Divided- 
Furnace Boilers are in operation—many for over 
10 years—and more than 80 units are under con- 
struction, for the following electric utilities: 


Alabama Power Company e Appalachian Electric Power Company e Arkansas Power & Light Comp 
Cincinnati Gas & Electric Company e City of Los Angeles ¢ Cleveland Electric Illuminating Compe 
Commonwealth Edison Company « Consolidated Edison Company of N. Y. Inc. © Consolidated 
Electric Light & Power Company of Baltimore e Dallas Power & Light Company e Detroit Edison Comp 
Duquesne Light Company « Electricite France « Georgia Power Company e Houston Lighting & 
Company e Indiana & Michigan Electric Company @ Jersey Central Power & Light Company « K 
Utilities Company e Long Island Lighting Company ¢ Middle South Utilities, Inc. ¢ Monongahela 
Company ¢ Niagara-Mohawk Power Corp. @ Northern Indiana Public Service Company « Ohiol 
Company e Ohio Power Company e Pacific Gas & Electric Company « Pennsylvania Electric Co 
Philadelphia Electric Company ¢ Public Service Company of Colorado @ Public Service Co 
Northern lilinols e Public Service Company of Indiana Inc. « Public Service Company of Oklahoma ¢ 
Service Electric & Gas Company e Southern California Edison Company e Tennessee Valley 
Texas Electric Service Company « Texas Power & Light Company e Toledo Edison Corp. » Union® 
Company e West Penn Power Company e Wisconsin Power & Light Company 
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SINGLE FURNACE 


EFFECT OF DIVISION WALLS ON BOILER HEIGHT—KEEPING WIDTH CONSTANT 


FURNACE 


TWIN FURNACE 


Division wall furnace construction is used in combina- 
tion with other significant achievements of B&W Re- 
search and Development, including the Cyclone Furnace, 
Pressure-Firing, Gas Recirculation, and improved alloys 
for high steam temperatures. Widely accepted through- 
out the power industry, these modern B&W advances 
are making major contributions to more economical and 
reliable steam generation. 

B&W’s continuing program of progressive research 
combined with its broad experience in designing and 
building boilers with the highest capacities in existing 
pressure-temperature ranges, assure you of the most effi- 
cient and economical solutions to your specific steam 
generation problems. 
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TRIPLE FURNACE 


ADVANTAGES OF DIVIDED 
FURNACE CONSTRUCTION 


Provides greater cooling area 


without increasing furnace volume 


Reduces steel and other material 
costs by keeping boiler and build- 


ing volume to a minimum 
Lowers furnace construction costs 


Cuts operating costs by reducing 
slagging in furnace ond in convec- 


tion surface 


Triple furnace boilers for 1 boiler 
1 turbine units of over 200,000 KW 


capacity are now being constructed 
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s the nation prepares to plunge head- 
A long into the presidential election 
campaign, public  utilities—particularly 
clectric companies find themselves 
called upon to answer a number of ques- 
tions. These questions spring from the 
efforts of some of our political campaign- 


ers to keep up a steady drumfire of 


criticism over the relationship between 
the electric industry and the present ad- 
ministration. 


Titis campaign maneuver may not be 
effective or successful in any pronounced 
degree. But at least the public utility 
companies, in self-defense, must be pre- 
pared to give the right answers if they 
want their industry to appear justified 
before the electorate. It makes no differ 
ence that most of the electorate may be 
entirely preoccupied with other issues. 
It is the record, rather than the Crosley 
rating of the so-called “power issue,” 
which must command the attention of 
conscientious utility management people. 


ONE of the points of conflict which is 
hound to get repeated and vigorous at- 
tention is the contract relations between 
electric utilities and Federal government 
agencies selling wholesale power from 
public projects, And this relationship is 
beset by numerous complications difficult 
for the ready understanding of the aver- 
age citizen. In plainer words, the utilities’ 
position in these matters can easily be 
made more difficult because the true situ- 
ation is not understood. 


Most people, according to an opinion 
poll taken several months ago, do not 
know what the so-called “preference 
clause” is all about. Those who do know 
what it is about appear to react, for the 
most part, in favor of more equality be- 
tween public and private agencies in the 
sale or distribution of power generated 
at Federal dams. Aside from the “prefer- 
ence clause,” the utility companies’ posi- 
tion in concluding contracts with the 
Federal government for wholesale power 
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Chase-Statler 
R. K. LANE 


supply is by no means a matter of uni 
form practice. Some utility companies 


have concluded outright “‘wheeling” 
agreements which reduce them to the 
virtual status of common carriers of 


power which they do not own over trans- 
mission facilities which they do own. 


Ou electric companies have man 
aged to enter into exchange agree 
ments whereby government power is dis 
tributed over privately owned facilities 
and vice versa. In none of these agree- 
ments, concluded by Interior Department 
agencies, have contracts been made sub- 
ject to the authority of state or Federal 
regulatory commissions as to all of their 
terms or conditions. The charge which is 
made that state commissions are not ef- 
fective would seem to be entirely out of 
order in such a situation, because the 
state commissions have very little to say 
about such contracts or their execution. 
Yet we sometimes hear these false 
charges made about the state commis- 
sions by people who do not, or simply 
will not, understand the nature of these 
contracts. 


In this issue we have as our openmg 
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ave financial experts enough information 
to analyze your Company correctly? 


@ The decisions of financial analysts play 
a vital part in the investment community. 
Ilence, almost all utility companies do a 
fine job of keeping analysts informed of 
their operations. 

When furnishing such information, it is 
highly advisable to know exactly what is 
wanted and how to present it. And that’s 
the purpose of the [rving’s new series of 
Public Utility Bulletins . . . to help you in 
your constructive program of keeping the 
financial analyst informed. 

For your copies of current and future 
Bulletins, write us or call our Publie Utili- 
ties Department. 


IRVING TRUST COMPANY 


ONE WALL STREET ° NEW YORK 15, N. Y. 
Capital Funds over $120,000,000 
Total Resources over $1,300,000,000 
Wituiam N. Enstrom, Chairman of the Board 
Ricnarp Hl. West, President 
Public Utilities Department 
Tom P. WALKER, Vice President in Charge 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 


Public Utilities Fortnightly 


































8 PAGES WITH THE 


article, an analysis of the type of agree- 
ment recently concluded between the In- 
terior Department and utility companies 
in the Southwest. The author of this 
article is R. K. Lane, president of the 
Public Service Company of Oklahoma. 
He played an important part in the con- 
clusion of this form of agreement. Mr. 
LANE is a native of Wisconsin and was 
educated at the state university (BS in 
engineering). After Army service in 
World War I as a Captain with the AFF, 
Mr. LANE entered the electric utility 
business with the old Southern Illinois 
Light & Power Company in 1919. He 
became general superintendent of the 
Southern Oklahoma Power Company in 
1921 and power plant design engineer for 
the Illinois Power & Light Company in 
1923. He was made vice president in 
charge of operation and construction of 
his present organization in 1927 and has 
been president and director since 1939. 


* * * * 


DOWN-TO-EARTH description of 

what really lies behind the contro- 
versial Kings River Case in California— 
a representative example of this type of 
conflict—is discussed in the article be- 
ginning on page 272 by JANE ESHLE- 
MAN Conant. Mrs. CONANT is a mem- 
ber of the editorial staff of the San Fran- 
cisco Call-Bulletin and a graduate of the 
University of California. Of interest to 
readers of this publication is the fact that 
she is the daughter of the late California 
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W. T. ROGERS 


Lieutenant Governor, John M. Eshle- 
man, who was at one time president of the 
old California Railroad Commision (now 
known as the California Public Utilities 
Commission ) and who helped to pioneer 
and establish utility regulation in the 
Golden state. 


* * * * 


oo article by W. T. Rocers, safety 
consultant of Ebasco Services In- 
corporated, which begins on page 281, 
is a description of a seminar of safety in 
public utility operation. A graduate of 
the Electrical Engineer Polytechnic In- 
stitute of Brooklyn, Mr. RoGers took an 
MBA degree from the New York Uni- 
versity Graduate School of Business Ad- 
ministration, and has done special work 
in public utility economics at Columbia 
University. He started in the utility busi- 
ness over thirty years ago and was long 
associated with the New York & Queens 
Electric Light & Power Company. He 
joined Ebasco Services Incorporated in 
1936 as an economist and in 1938 started 
a safety program for operating clients of 
this organization which he now serves as 
safety consultant. 


THE next number of this magazine 
will be out September 11th. 
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Pee en it 
get on the ipa Se oS \ 


WITH THE 
REMINGTON RAND 


ALL-ELECTRIC 
ADDING 
MACHINE 














Everybody's using it, these days. The Remington 
» Rand 10-Key All-Electric Adding Machine is sweeping 
“ the country — bringing more profits through faster 
figurework to utilities in every state of the union. 
These proved-in-action 7 to 13 column capacity 
Remington Rand models do all the figuring in every 
department that uses addition, subtraction and 
multiplication. You can learn — in minutes — how to 
let the Remington Rand All-Electric Adding 
Machine do the job — in seconds. 


FREE TICKET... for the facts on the Remington Rand 
All-Electric Adding Machine. 
, a ce ce a a a a Ses 


Room 2331, 315 Fourth Avenue, New York 10, N. Y. 








Please send me booklet AD 567 on how | can make more profits 
through faster figurework. 











Name precniaeindaniaicmmnna magitiaaapiaaininiieeian 
7 Title___ — ae 
Remington. Fbarndl cies ; _ ws 
Address___ ‘ — 
a hl State 
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Coming IN THE NEXT ISSUE 


* 


SEC PLANS UNDER § 30 OF THE HOLDING COMPANY ACT 

A little-known section of this well-known act, which caused some controvers) 
in the early days of the Securities and Exchange Commission, is being 
dusted off for application to the nation's electric and gas operating proper- 
ties. Under this authority SEC's division of public utilities is preparing to 
shift its activity from the dwindling number of dissolutions to the long- 
range occupation of planning integrations. The prospects for such work 
are ably discussed by SEC Chairman Donald C. Cook, who also looks into 
the need of closer SEC-FPC co-operation. 


A RESTATEMENT OF FUNDAMENTALS OF UTILITY RATE MAKING 
Present concern over the impact of inflation upon utility regulation naturally 
causes serious reflection upon the fundamentals of rate making. The public 
utility commission is more and more faced with the need to make judgments 
which will enable the company to survive and render proper service. Since 
the commission is a price-fixing’ agency with respect only to utility rates, 
it must accept the impact of inflation as it affects commodities over which 
the commission has no control. The chairman of the Pennsylvania com- 
mission, Harold A. Scragg, discusses the problem of obtaining a proper 
regulatory balance along these lines. 


BUILDING GOOD WILL AMONG CUSTOMERS WHO OWE 

Did you ever think what the industry might be enjoying in the way of good 
will if only its early pioneers had our present-day public relations tech- 
nique? It is not too late to create future good will. Company management 
is in the same position now as the Founcing Fathers were in their day. Can 
the company be a creditor and have the customers like it at the same 
time? Should the whole burden of friendliness be on the company's shoul- 
ders? These are all items of timely consideration which President George 
L. MacGregor of the Dallas Power & Light Company covers in this thought- 
provoking article. 


HOW SHOULD UTILITY PENSION FUNDS BE INVESTED? 


While there is nothing new to public utility managements about the idea 
of a sound pension plan, utilities do have a special interest in those tech- 
niques which will improve the financial aspects of their pension plans. A 
discussion of investment policies, their costs and benefits, the effect of 
Federal social security pensions, and the practical possibilities are care- 
fully covered by a professional writer who has delved deeply into this 
picture, Robert A. Miller. He presents his thoughts on what he terms a 
“dynamic pension philosophy.” 


* 


A | SO .. « Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington gossip, 
and other features of interest to public utility reguiators, companies, 
executives, financial experts, employees, investors, and others. 
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Poor, hard-working Priscilla. Even 
though she kept her nose to the wheel 
there was just so much she could turn 
out. 


Thank goodness that today modern 
i mechanical devices are available to help 
; us turn out work in a fraction of the time 
it formerly took. 


Are you doing this? 


In today’s utility offices, for example, 
many executives no longer rely on a tem- 
porarily acquired clerical force to ana- 
lyze by hand mountains of consumers’ 
bills. 


Instead, they turn over the problem to 
us. With the use of Bill Frequency Ana- 
lyzer machines, our staff can whizz 
through as many as 200,000 bills in a 
single day. We can analyze your bills 
in 14 the usual time .. . and at approxi- 
mately 1% the cost. 


Why not turn over the job of preparing 
your consumers’ usage data to us—just 
as so many other utilities all over 
America do? Send for informative book- 
let today. 











P.S. If you use punched cards for billing, 
we are also equipped to make your analyses 
from them. 


SAVES 50°% IN TIME AND MONEY 





This Bill Frequency Analyzer—developed especially for 
utility usage data—automatically classifies and adds 
in 300 registers—in one step. 


“4 RECORDING AND STATISTICAL 
., CORPORATION 


100 Sixth Avenue New York 13, N. Y. 
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Cabell CEauke 


“There never was in the world two opinions alike.” 


MITCHELL J. ANTHONY 
Pasadena Star-News. 


Epwarp T, Prosser 
Publicist. 


Joun S. SINCLAIR 
President, National Industrial 
Conference Board. 


HowarbD Pyle 
Governor of Arizona. 


EpitorIAL STATEMENT 
The Wall Street Journal. 


FRANK B. Warp 
Acting dean, University of 
Tennessee College of Business 
Administration. 


C. R. SHAEFFER 
President, W. A. Shaeffer Pen 
Company. 
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“Any device designed to impair the economic inde- 
pendence and stability of newspapers can be the first step 
to a captive press.” 


* 


“The Gettysburg address took 266 words; the Ten Com- 
mandments 297; the Declaration of Independence 300. 
When the OPS issued a recent order to reduce the price 
of cabbage, it took 26,911 words.” 


* 


“We must make certain that governmental expendi- 
tures or commitments, with their staggering cumulative 
effects, can be carried out and we must also make sure that 
they are administered efficiently and economically.” 


> 


“The counsel of the greatest minds America has ever 
produced morally, spiritually, and economically continues 
to be ignored by the little men at the top of our times 
whose ivory towers have been kept furnished by the pa- 
tient, obedient plodding of the American taxpayer.” 


* 


“... a business system which is constantly ready to do 
things in a new way is a very slippery one, able more 
and more easily to elude the grasp of would-be central 
planners. That is what our officials in Washington are 
finding out.” 


* 


“The Marxist believes private ownership of means of 
production is the disease which causes economic and social 
evils and sells government ownership as the remedy. The 
state gets the productive property either by paying for 
it or by confiscation. The communistic method is to achieve 
the goal by force.” 


* 


“[Last year] the tax collector walked off with over 
twice as much of our money as the shareholders received 
in dividends. And he will be walking off with even more 
after he gets through collecting the shareholders’ individ- 
ual income taxes. This situation faces almost every corpo- 
ration and it is one that should be of deep concern to our 
government officials, our workers, and to every man and 


woman in America.” 


12 
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VERYBODY’S TALKING 


about this modern gas control 
GASAPACK ... THE ONLY REALLY NEW GAS CONTROL 


Two-Stage yee ae 
Gasapack’s exclusi 
inte: lerme: edi jate-flame pri sean 
— " flame for ste: 4 
n heat control, 
wi ithew ut violent swings. 
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With GASAPACK 





bs Win ie ite 







Compare the Gasapack with old- fashioned, gas furnaces and heaters. One simple-to-install 
cumbersome hookups, and you'll discover it’s unit eliminates as many as 5 separate controls, 
the modern, efficient way of installing modern Cuts costs of assembly, too — as much as 67%. 







fp, 


22 22 Ee: See eee ees for modern gas heating 
A-P CONTROLS CORPORATION 


(formerly Automatic Products Company) 
2470 N. 32nd Street © Milwaukee 45, Wis. @ In Canada: A-P Controls Corporation Ltd., Cooksville, Ont, 
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REMARKABLE REMARKS—( Continued) 


VAL PETERSON 
Governor of Nebraska. 


Rosert W. JOHNSON 
Chairman of the board, 
Johnson & Johnson. 


Harry FLoop Byrp 
UL. S. Senator from Virginia. 


C. M. Wuirte 
President, Republic Steel 


Corporation. 


S. A. SWENSRUD 


President, Gulf Oil Corporation. 


Davip LAWRENCE 
Columnist. 


GwityM A, PRICE 


President, Westinghouse Electric 


Corporation. 
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“Congress will go back to sleep and we will have another 
flood in about three years. If lives are lost in that flood 
they should be chargeable directly to the individual mem- 
bers of Congress and the President who is thinking more 
of an MVA than he is of stopping floods.” 


* 


“Excessive military expenditures have ended in despot- 
ism of monarchical, fascist, or socialist form. It is strange 
indeed that a group of men opposed to Socialism and 
charged with the defense of their country should, in creat- 
ing that defense, threaten us with Socialism here at home.” 


* 


“Without American solvency, there would be no 
deterrent to Communism abroad. In the existing circum- 
stances, it is no exaggeration to say that there is literally 
nothing on earth more important than the preservation of 
the fiscal and moral integrity of the Federal government.” 


* 


“The officers and directors of our company cannot go 
along with any plan, recommendation, or commitment 
made by the government, which jeopardize the ability of 
our company to perform its functions properly, and re- 
sponsible government officials must be made to realize 


this.’ 


* 


“The only profit the stockholder gets is the part paid 
out in dividends. In our industry for many years now 
this has averaged less than 40 per cent of the total profit 
and represents a return of less than 5 per cent on the 
capital invested. This, I think, even a Socialist would agree 
is not exorbitant.” 


* 


“Once the steel industry is broken down, the way will 
be opened to nationalization of steel—and that means 
eventual control of all industry by government in Wash- 
ington. The whole approach here has been to force the 
confiscation of net corporate income in order to meet wage 
increases. The drift is toward confiscation and confusion.” 


aa 


“Many of us who examine our industrial civilization do 
not realize how much capitalism has changed. Ownership 
and initiative are broadly dispersed in American capital- 
ism. Management is becoming a profession. Corporations 
support many material benefits they could afford at lower 
production levels. They are persistently, even painfully, 
aware of public opinion. They are continually self-critical. 
American business enterprise has demonstrated that it 
can correct its faults, withstand abuse from both friends 
and enemies, and continue its dynamic transformation and 
growth.” 
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For demonstration or illustrated brochure, write 
to International Business Machines, Dept. D-4, 
590 Madison Avenue, New York 22, New York. 
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Twofold Benefits From The 


Analysts Journal 


/. Its timely articles by the nations leading security analysts and 
economists keep you informed as to methods and trends in the 
security markets. You will be better able to present your com- 
pany in its most favorable light if you know the trend of finan- 
cial thinking as expressed in the official publication of the 
Security Analysts. 


Its advertising pages provide a means of putting your story 
across to the Analysts. There is no more direct and effective 
way to contact this influential group of investment specialists 
than to advertise in their own quarterly Journal. 


To Keep Abreast of Investment Markets 


READ THE ANALYSTS JOURNAL 


To Keep Investment Markets Abreast of Your Company 
ADVERTISE IN THE ANALYSTS JOURNAL 


PUBLISHED QUARTERLY BY THE NEW YORK SOCIETY OF SECURITY ANALYSTS 








The Aaalysts Journal 

20 Broad Street, Room #908 
New York 5, WN. Y. 
Gentlemen: 


C) Please enter my subscription for one year at the subscription rate of $4.00. 


(C) Please send me your advertising brochure. 
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EFFICIENT * DEPENDABLE «+ SINCE 1862 


ieffel Production Means Finer Performance... 


The illustrations below show a typical Leffel production job. For 
this particular installation two identical Francis type turbines 
were produced. Each has a maximum rating of 28,250 h.p., 
under 324 ft. net head, speed 277 r.p.m. 


Runner and shaft, assembled in the Leffel plant. Sections of cast steel spiral casing on assembly floor. 








Power-house with uncompleted spillway and earth-filled dam. 


Leffel turbines are designed and constructed to give 
maximum power at minimum cost. 90 years of ex- 
perience have demonstrated that long life and re- 
liability are assured in every Leffel hydraulic turbine. 


woe fae THE JAMES LEFFEL & CO. 


DEPARTMENT Pe¢ SPRINGFIELD, OHIO, U.S.A. 






Completely assembled turbine unit. 
















MORE EFFICIENT HYDRAULIC POWER FOR 30 YEARS 
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When you shop in this 
showcase of talent... 


... you can “shop” under one roof for all 
thespecialized help you need without add- 
ing permanently to your payroll. EBASCO 
engineers, constructors and business con- 
sultants can help you solve your business 
problems efficiently and economically. 


Over the past half century, EBASCO spe- 
cialists have accumulated world-wide 
experience that will prove immediately 
effective when applied to your own prob- 
lems. Here are a few industries that have 
“shopped” for help at EBASCO: Pulp 
and Paper; Chemical; Food Processing; 
Glass; Manufacturing; Rubber and Tex- 


goo? . CONS tA 


4 FRAScaee 


“ttuse, wa 


INCORPORATED 


cette Business Studies - Consulting Engineering - Design & Construction - 
industrial Relations - inspection & Expediting - insurance & Pensions - Office Modernizatioe 
Purchasing - Rates & Pricing - Research - Sales & Marketing - Systems & Methods - Taxes - rattle 


tile; Electric & Gas Utilities. For these 
and many other industries EBASCO has 
designed and built new plants and ex- 
ecuted expansion plans, helped develop 
industrial relations programs, financing 
plans, and sales and public relations pro- 
cedures. 


EBASCO is organized to do part or all of 
a job for either large companies or small. 
To see exactly how EBASCO can serve 
you best, write for your copy of ‘“The 
Inside Story of Outside Help’’. Write to: 
Ebasco Services Incorporated, Dept. W., 
Two Rector Street, New York 6, N. Y. 


EBASCO SERVICES 


New York + Chicago + Washington, D.C. 


Financial 


August 28, 19; 
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Indication of Acceptance 


About one-third of all of the electric companies having 
operating revenues in excess of $45,000,000 have employed the 
services of our organization to assist in the solicitation of proxies 


for meetings of their stockholders. 


The managements of these and many other electric, gas and telephone 
companies find our services insure prompt and gratifying stockholder 
response. This is attested to by unsolicited letters of commendation and 


repeat employments. Please send for further information. 


DUDLEY F. KING 


Proxy Soliciting Organization 


70 Pine Street, New York 5, N. Y. 


National coverage provided through Zone Managers located in 30 principal cities 

















Lo, the poor greyhound 


With all his reputation for speed, he can’t hold a 
candle to Sorg when it comes to meeting a rush- 
rush deadline. Sorg, for over thirty years special- 
ists in all types of financial, corporate and legal 
printing, is uniquely geared to combine speed 
with unerring accuracy. 
We handle design, specification of format, com- 
position, printing, binding and mailing all under 
one roof . . « we're available round the clock 
. we offer the use of procedure manuals, 
conference rooms, transportation facilities. But 
most important of all, we maintain a standard of 
quality consistent with the prestige of our clients. 


CONFIDENTIAL . 
SERVICE Po pp . | 


ect = - PRINTING. co., ma a 


- 80 SOUTH ST., NEW YORK 38,N.Y. 
_ Soom Lire Conporale Trin 


_tondon Associate 








‘The LEAGRAVE PRESS, Ltd. 
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it’s faster to hang a wall than to pile it up.. 


Little blocks, say 2” x 4’ x 8”, don’t pile up very 
fast. 


We hang walls up in sizable panels. 


And that is an easy way to understand why 
Robertson's real product is time. 


We make walls that are hung in place. We make 
them complete with insulation when the panels 
ae delivered. We engineer them piece by piece Q-Panels are fabricated from Galbestos, alum 
in advance at the factory. We put expert crews on num, stainless steel, galvanized and black ste¢ 


the job to place them. in lengths up to 25'. 
Q-Panels, 3" in depth with 14" of iacombes ' 
We make time, now, when time is the essence. ne a Sage °? oe ‘vil 
firred plaster interior. A single Q-Panel with agp 
We save days and weeks in finishing a building with rm ee oe yo sad wena 
for use, because years have been put into the pays oy boa erected as much as an acre 0 


development of these unique skills. 
Q-Panel construction is quick, dry. clean, a 
offers an interesting medium of architecn 


Quick is the word we practice. expression. 


H. H. ROBERTSON CO., PITTSBURGH, 
2424Farmers Bank Building =) ioe Offices in 50 Principal Cities 
Pittsburgh 22, Peaasylvesia + 4P ’) World-Wide Building Service 
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Satisfaction 
all the way 
ith Dodge!” 


... says F. F. WASSER 


South Carolina Electric & Gas Co. 
Columbia, S. C. 








e have been using Dodge trucks of 
sizes, from 14-ton through 3-ton, for 
pr 15 years. 









guess that speaks for itself. There’s 
‘en satisfaction all the way with 
dge! Maintenance cost is less than 
b average of other trucks we use!”’ 






dge “Job-Rated’”’ trucks are serving 
y utility companies with the thor- 
ph satisfaction expressed by Mr. 
psser. They will save time and work 
k sed MOney in your service, too. What’s more, Dodge trucks offer .g¥rol 
Fluid Drive—available on 144-, 34- and 
1-ton models—to give you smoother per- 
formance, save wear, lengthen truck life. 






cab comfort, and other advantages. 





r example, you get a money-saving 
waeh-compression engine with 4-ring 
stons, chrome-plated top rings and ex- 
gust valve seat inserts. You also get ex- Your friendly Dodge dealer will be 
ptional handlirz ease, braking safety, happy to tell vou mare. 





as 


*. 
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SERVING THE PUBLIC AND 
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60-cell Exide-Manchex Battery, type DME-17 mounted 


on rack built to withstand earthquakes. 


Modern, efficient substation of a Southern California 


utility company. 





ON SWITCHGEAR DUTY IN SOUTHERN CALIFORNIA 


Exide -Manchex BATTERIES 


The modern equipment in this substation 
of a Southern California utility, highlights 
the progressive development of a State 
which ranks second in kilowatt capacity 
and number of users of electric power. 


The substation shown is supplied at 66,000 
volts and delivers 11,000 and 4,000 to urban 





and rural customers within the area it 
serves. Closing and tripping power for the 
station’s oil circuit breakers is provided by 
Exide-Manchex Batteries... first choice 
of more and more stations, because in 
Exide-Manchex you get: 

POSITIVE OPERATION: Dependable perform- 
ance at ample voltage with no switchgear 
failures. 

INSTANTANEOUS POWER: High rates for 
switchgear operation with adequate reserve 
power for all other control circuits and 
for emergency lighting. 


888...DEPENDABLE BATTERIES FOR 64 YEARS...1952 


LOW OPERATING COST: Extremely low inter- 
nal resistance. 


LOW MAINTENANCE COSTS: Water required 
about twice a year. No change of chemical 
solution needed during life of battery. 


LOW DEPRECIATION: Sturdy, long-life con- 
struction. 


GREATER CAPACITY in a given amount of 
space avoids overcrowding. 


These features combine to make Exide your 
best battery buy for all control and substa- 
tion services. 
e . 7 

Various sizes and types of Exide Batteries, 
up to 100 ampere hours capacity, are avail- 
able in plastic containers. 

THE ELECTRIC STORAGE BATTERY CO. 

Philadelphia 2 
Exide Batteries of Canada, Limited, Toronto 
“Exide” and “‘Manchex” Reg. T.M. U.S. Pat. Of. 
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eee reliable name 
in power generat 
— 


GENERATOR 
BY ELLIOTT 


TURBINE 
BY ELLIOTT 


CONDENSER 


BY ELLIOTT EJECTORS 


BY ELLIOTT 


STRAINERS 
BY ELLIOTT - 


- Ss. 2s 


we 
MOTORS ¥ 


¢ TB” ay ettiort 
i; ~ FF 


When the major elements in a power generation system bear the trade 
mark of a single builder of dependable reputation, the functioning 
of individual units may confidently be expected to achieve the highest standards 
of performance. Elliott-built equipment, as shown above, is mated 


to attain the utmost in overall operating economy. 


ELLIOTT Company 





JEANNETTE, PA. Plants at: JEANNETTE, PA. + RIDGWAY, PA. 


AMPERE, N. J. ¢ SPRINGFIELD, O. oe NEWARK,N. J. 
DISTRICT OFFICES IN PRINCIPAL CITIES 
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{ Mid-West Gas Association will hold gas school and conference, Iowa State Col- 5) 
lege, Ames, Iowa, Sept. 11, 12, 1952. 





{ Southern Gas Association will hold accounting management conference, New Orleans, 
La., Sept. 11, 12, 1952. 





¥ Pan American Union of Engineering Societies ends third congress, Tulane University, 
New Orleans, La., 1952. 





{ Arkansas Telephone Association will hold annual convention, Hot Springs, Ark., Sept. 
15, 16, 1952. 





2 SEPTEMBER @ 





q International Symposium on Combustion begins, Massachusetts Institute of Technology, 
Cambridge, Mass., 1952. 





9 American Water Works Association, Kentucky-Tennessee Section, will hold annual 


meeting, Knoxville, Tenn., Sept. 15-17, 1952. 





{ American Society of Civil Eng. begins centennial celebration, Chicago, IIl., 1952. ©) 
| Pacific Coast Gas Association begins annual meeting, Los Angeles, Cal., 1952. 





{ National Council of State Boards of Engineering Examiners begins meeting, Colorado 
Springs, Colo., 1952. 





{ Maryland Utilities Association begins meeting, Virginia Beach, Va., 1952. 





| American Transit Association will hold annual meeting and exhibit, Atlantic City, 
N. J., Sept. 22-25, 1952. 





J Museum of Science and Industry begins conference, Chicago, Ill., 1952. 
| Wisconsin Utilities Association begins conference, Land O'Lakes, Wis., 1952. 





{ American Society of Mechanical Engineers begins fall meeting, Chicago, Ill., 1952. 
¥ Illuminating Engineering Society begins technical conference, Chicago, Ill., 1952. 





{ Area Development Institute begins meeting, Yale University, New Haven, Conn., 1952. 





{ Edison Electric Institute, Commercial Sales Section Chairmen, begin meeting, € 
New York, N. Y., 1952. 
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Twenty-eight fans, automatically controlled by temperature switches, 


permit this transformer to operate at increased capacities. 





Public 
Utilities 


FORTNIGHTLY 


August 28, 1952 


Utility Company Contracts 


For Federal Power 


A description of the different elements which enter 
into negotiations between private electric companies 
and public agencies over the sale or transportation 
of wholesale power supply from hydroelectric dams. 


By R. K. LANE* 
PRESIDENT, PUBLIC SERVICE COMPANY OF OKLAHOMA 


N the past few years announcements 
have been made relating to con- 
tracts between various govern- 

mental agencies and the electric com- 
panies for the sale of hydroelectric 
power from Federal projects. The 
publicity regarding the announcements 
of these contracts in most cases refers 
to them as “wheeling” contracts, indi- 
cating that the basic premise of the 
contracts is the same. There is a differ- 


7 *For additional personal note,’ see, also, 
Pages with the Editors.” 
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ence in these contracts. The type of 
hydroelectric power available from 
Federal projects in the Southwest is 
fundamentally different from that 
which is available from the hydroelec- 
tric projects in many other parts of 
the country. 

I shall outline two types of contracts 
which indicate basic differences in 
government contracts for utilization 
of hydroelectric energy: 

1. “Wheeling” contracts such as that 
between Public Service Company of 

AUG. 28, 1952 
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Colorado and the Bureau of Reclama- 
tion. 

2. The Southwestern Power Ad- 
ministration contract with Public 
Service Company of Oklahoma and 
Oklahoma Gas & Electric Company. 
And variations of that contract are 
the SWPA contracts with the Texas 
Power & Light Company and the 
Southwestern Gas & Electric Com- 
pany. 

In the strictly “wheeling” type of 
contract the Federal agency delivers 
to the company electric power and 
energy in approximately the same 
amounts per hour that the company 
delivers it to customers of the Federal 
agency on the company’s transmission 
system. For this service the company 
receives a flat millage per kilowatt 
hour delivered as in the contract be- 
tween the U. S. Bureau of Reclama- 
tion and Public Service Company of 
Colorado. There the company receives 
one mill per kilowatt hour for the en- 
ergy delivered from its system within 
a distance of 50 miles of the delivery 
point ; two mills per kilowatt hour for 
energy delivered between the 50- and 
100-mile point; and three mills per 
kilowatt hour for energy delivered be- 
tween the 100- and 300-mile point. 


ae of the fundamental differ- 
ence in the type of hydroelectric 
power available in the Southwest, the 
contracts between the Federal agency 
involved and the electric companies 
are materially different from those 
projects which havea large quantity of 
water available for rather firm elec- 
tric generation. For example, the 
amount of water available for the op- 
eration of the electric generators in 
many projects, such as those in the 
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Pacific Northwest, is sufficient to Op- 
erate the water turbines to supply the 
electric load on a 24-hour-a-day basis 
Many of the contracts for the sale oj 
electricity recognize that sufficient 
water will be available to supply, as, 
firm commitment, the full require. 
ments on a 24-hour-per-day basis. 

In the Southwest the amount oj 
water available for the operation oj 
hydro projects is limited and the elec. 
tric generators installed in the projects 
are justified by using them as peaking 
capacity, or, on the basis that they will 
be used on the average of about eight 
hours per day and that during the re- 
maining off-peak part of the day the 
requirements of the loads served wil 
be supplied from a source other than 
the hydro, such as thermal plants. It 
is only by the utilization of the ger- 
erating capacity of these projects in 
this manner that they can be eco 
nomically justified and this principle 
is invoked by the Federal agencies in 
setting up the economies of the instal- 
lation of “peaking” hydroelectric ger- 
eration. In most cases the firm annual 
output of the project is worth from 
three to four times as much on the basis 
of peaking capacity than it would be 
if the project were used for supplying 
loads of average load factor on a 2+ 
hour-a-day basis. 


HOSE contracts in the Southwest 

which have been made with the 
Southwestern Power Administration, 
the agency of the Department of the In- 
terior which has the responsibility of 
marketing the power and energy from 
the Federal projects in Oklahoma 
Arkansas, southwest Missouri, south: 
east Kansas, and a larger part 0! 
Texas, are fundamentally different 
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Benefits of Government-industry Power Contracts 


a > SWPA contracts make it possible to utilize the government 

flood-control hydroelectric projects in the most economical man- 

ner and in addition make it possible for the Federal agency to serve 

more customers than it could if it used the hydro projects as the sole 
source of electric power supply.” 





the way the power and energy is deliv- 
ered to the companies. 


pee contract with two Oklahoma 
companies permits the electric 
companies to schedule the delivery of 
power from the Federal projects at 
whatever time and in whatever quan- 
tity they may desire up to the maxi- 
mum limits of the amount of power 
and energy available to them under 
the contract. This schedule does not 
necessarily follow the same use pattern 
as the customers which the companies 
are serving from their systems for the 
account of the Federal agency. 

The Oklahoma contract which was 
signed on July 13, 1950, by Public 
Service Company of Oklahoma and 
the Oklahoma Gas & Electric Com- 
pany, and approved by the Federal 
Power Commission on February 6, 
1951, is basically a purchase, sale, and 
exchange type of contract, making the 
facilities of the companies available 
lor the supply of electricity to the cus- 
tomers of the Federal agency. 


269 


The companies agree that they will 
serve from their systems, to the Fed- 
eral agency, or for its account, any cus- 
tomer which the Federal agency is en- 
titled to serve, and the companies will 
cancel their contracts with such cus- 
tomers when requested to do so by the 
customer and the Federal agency. The 
companies provide for their use of 
their transmission systems and their 
supply of off-peak electric energy 
from their steam-generating plants so 
that the intermittent hydroelectric 
power from flood-control projects of 
the Federal agency may be used in its 
most efficient and advantageous man- 
ner and in turn a continuous supply of 
firm electricity is delivered to the Fed- 
eral agency’s customers. Under this 
contract the Federal agency is pro- 
vided a ready market for its hydro- 
electricity. 


Re any customer which either com- 
pany has served at any time within 
two years preceding the date when the 
Federal agency starts serving, the Fed- 
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eral agency shall request service from 
the companies for the supply to such 
customers. For any customer for which 
the Federal agency receives service 
from the companies’ systems, the Fed- 
eral agency compensates the companies 
by delivering to the companies 1.50 
kilowatts of power for each kilowatt 
which the Federal agency serves from 
the companies’ systems. The compa- 
nies purchase fifteen-one hundredths 
(0.15) kilowatts for each kilowatt of 
power (at the rate of $1.15 per kilo- 
watt per month) delivered for the Fed- 
eral agency, making the total of 1.65 
kilowatts received by the companies 
per kilowatt delivered by them for the 
Federal agency. The Federal agency 
delivers to the companies 200 kilowatt 
hours per kilowatt per month of power 
delivered to the companies and in turn 
the companies deliver to the Federal 
agency’s customers the full require- 
ments of such customers, which at 
present is about 350 kilowatt hours per 
kilowatt per month. The Federal agen- 
cy purchases from the companies (at 
4 mills per kilowatt hour) the dif- 
ference between the kilowatt hours de- 
livered from Federal agency to com- 
panies and the kilowatt hours delivered 
by companies to Federal agency or to 
its customers. The Federal agency pays 
companies, as a service charge, 1.25 
mills per kilowatt hour for all kilowatt 
hours delivered to the Federal agency, 
or its customers, from their systems. 


oo agency agrees that it will 
not commence service to public 
bodies (served by companies from dis- 
tribution systems owned by them) 
earlier than twenty-four months after 
such public body has been authorized 
to expend funds for the purchase or 
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construction of a local distribution 
system. If the local distribution sys- 
tem of a company is acquired by such 
public body, Federal agency may pro- 
ceed with service any time thereafter, 


HE term of the contract is for 

twenty years, with the right of 
either party to cancel upon three years’ 
notice to the other after the expira- 
tion of five years. The contract pro- 
vides for the review of rates every 
three years and if rates cannot be 
agreed upon for the succeeding 3-year 
period the contract may be canceled 
upon three years’ notice. If any regu- 
latory body prevents the companies 
from performing the obligations un- 
der the contract, Federal agency may 
cancel upon giving companies three 
years’ notice. 

The contract became effective upon 
approval of the Federal Power Com- 
mission. The companies make avail- 
able to the Federal agency 50,000 kilo- 
watt hours per hour of their off-peak 
energy at 3.25 mills per kilowatt hour 
for its use for firming up its customers 
served directly by it from its facilities 
in the service area of companies. The 
companies agree to build the necessary 
facilities upon the request of the Fed- 
eral agency to serve the Federal agen- 
cy’s customers where the cost of such 
facilities will not create an excessive 
financial burden to the companies. In 
the event the companies cannot, be- 
cause of excessive cost to them, build 
such facilities requested by the Federal 
agency, they must provide an alternate 
point of delivery for the service to 
those customers of the Federal agency. 

The contract also provides that Fed- 
eral agency may sell to the companies, 
when mutually desirable, any tempo- 
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rary excess Capacity it has and such 
dump power as may be available from 
food waters at various times. 


HIs contract will eliminate the 
necessity of the Federal agency 
constructing additional facilities to 
serve customers in the service area of 
the companies. When the full hydro- 
eectric capacity in the area has been 
developed, the Federal agency will 
save $2,716,800 per year by this agree- 
ment, because it makes it unnecessary 
for the Federal agency to build a 
transmission system estimated to cost 
$110,000,000. It eliminates the neces- 
sity for additional Federal steam plant 
power facilities and transmission sys- 
tems which would cost some $500,- 
000,000; it eliminates all Federal 
maintenance and operation costs there- 
of. The present contract in Oklahoma 
alone saved the Federal agency about 
$6,000,000 in construction investment 
in 1950 and will save about $850,000 
per year hereafter. 
The contract between Texas Power 


& Light Company and Southwestern 
Power Administration and between 
the Southwestern Gas & Electric Com- 
pany and the Southwestern Power 
Administration is for a _ definite 
amount of capacity from a specified 
project with the right of the Federal 
agency to serve customers as specified 
in the contract from the lines of the 
company up to a specified amount 
which is less than the capacity the 
companies have available to them on 
their schedule for peaking purposes. 
In this type contract the companies re- 
ceive peaking capacity from the Fed- 
eral agency in excess of the amount 
which they deliver to the customers of 
the agency. 

The SWPA contracts make it pos- 
sible to utilize the government flood- 
control hydroelectric projects in the 
most economical manner and in addi- 
tion make it possible for the Federal 
agency to serve more customers than 
it could if it used the hydro projects 
as the sole source of electric power 


supply. 





— you don’t believe that we are consolidating the Federal 
government and moving it back into your homes, will 


you just take your city telephone directory, when you get back 
home, and look under the listings of the United States gov- 
ernment, and see how many telephones are listed, as compared 
to the listings for your state, or your city. 

“When I was in Bangor, Maine, I picked up the telephone 
directory to find out whether it was true there, as I found it 
to be in other places, and I was not too surprised to find that 
there were 45 telephone listings for the Federal govern- 
ment and 17 for the state government. And when I was in 
Detroit recently, I took the city telephone directory and found 
214 listings for the Federal government and 119 for the state of 
Michigan. I looked at the directory for the suburbs, the towns 
surrounding my home city of Detroit, and found 30 telephones 
listed for the United States government and 17 for the state 
of Michigan.” 

—HomeER FERGUSON, 
’, S. Senator from Michigan. 
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What’s Holding up Kings River 
Development? 


After years of controversy there is still more argument than 

power being produced on the Kings river in California. Here 

is a blow-by-blow description of the controversy between the 

Bureau of Reclamation and local interests, including the electric 

company, over the proper program for developing this desirable 
hydroelectric power area. 


By JANE ESHLEMAN CONANT* 


HE Kings river foams hand- 
‘Low down the western slope 

of the Sierra Nevada range into 
California’s fertile San Joaquin val- 
ley, cutting through glacial rock for- 
mations and pouring onto the broad 
alluvial plain of one of the richest agri- 
cultural districts in the world. It is a 
beautiful stream, running through iso- 
lated country full of deer and shaded 
by the long branches of ancient red- 
wood trees. 

For many years, its destiny seemed 
simple—to provide riffles and pools in 
which trout darted from adventurous 
fishermen, and to water the land below 
and help it grow the figs and wheat, 
the grapes and cotton for which the 


*For personal note, see “Pages with the 
Editors.” 
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San Joaquin has become 


famous. 


valley 


B” the Kings river has been playing 

a far different rdle in more recent 
times. It has been the valued prize 
in a tug of war between the United 
States Bureau of Reclamation, on the 
one hand, and the farmer-owners of 
the Kings river water and the Pacific 
Gas and Electric Company, on the 
other. The contest has ranged over the 
country from Fresno to Washington, 
in court after court and hearing room 
after hearing room. Rebuffed time 
and again, the bureau has not given 
up, and is now engaged in a new flank- 
ing attempt via the Ninth United 
States Circuit Court of Appeals in San 
Francisco. 





WHAT’S HOLDING UP KINGS RIVER DEVELOPMENT? 


i ees Kings River Case is a symbol 
of the fundamental controversy: 
the bureau’s desire to “nationalize” 
water and power potentials, as against 
the aims of local interests—private en- 
terprise and the rights of individual 
water and property owners. Its his- 
tory shows the lengths to which this 
hasic contest may go. 

It really all began almost a century 
| ago, when pioneer Californians set- 
tled on the hot, dry but immensely rich 
soil of the semiarid San Joaquin val- 
ley. They were tough and canny men, 
ready to work hard to build for their 
children and grandchildren the great 
agricultural empire they could envi- 
sion even then. 

Exactly that happened—and water 
was the key that opened the fertile 
treasure chest on the valley floor. 
Water was everything. Without it, 
the soil was good for perhaps a few 
hardy grains; with it, the valley pro- 
duces everything from cotton to water- 
melons, from figs and oranges to vine- 
yards, alfalfa, and fine dairy products. 
The 1952 crop will go close to $3 
billion. 

And so, on a share-and-share basis 
typical of working American democ- 
racy, the landowners divided the 
water. Under state of California prop- 
erty laws, they owned it along with 
their acres; it was theirs, and they 
used it profitably. They had their own 
disputes, at the outset, but finally re- 
solved them by forming the Kings 
River Water Association, of which 
the water master is the eminent engi- 
neer, Charles Kaupke, and which pro- 
vides for the legal and equitable dis- 
tribution of the life-giving Kings 
river flow. It is an association of irri- 
gation districts which together form 
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the most highly developed irrigation 
system in the world. 


B* its nature, the Kings is a good 
hydro stream, with a forceful 
flow and a sharp fall. In 1920, the 
Pacific Gas and Electric Company 
completed engineering studies for de- 
velopment of the North Fork as a pro- 
ducer of electric power, and in 1922 
the license was granted by the Federal 
Power Commission. 

The first unit, the Balch stream- 
flow plant with 33,000-kilowatt capac- 
ity, was built and put into operation 
shortly afterward. The whole North 
Fork project, with a potential total of 
313,500 kilowatts, called for construc- 
tion of three other power plants, but 
the full-scale operation was deferred 
pending establishment of a down- 
stream flood-control project. This 
was needed for the required reregula- 
tion of the water after it passed . 
through the hydro facilities. 

And here there was a long delay— 
with the bureau first appearing on the 
Kings river stage as a competitor with 
the Army Corps of Engineers for the 
right to build the new dam and water 
storage project. There was quite a 
controversy over that—on such a scale 
that it rated mention in the Hoover 
Commission study as an example of 
how separate Federal bureaus them- 
selves sometimes have considerable 
trouble settling their differences. 

Ultimately, the Army won, and con- 
struction began on the big Pine Flat 
dam and reservoir. 


BS Raney in 1948, the necessary basis 
was laid for PG&E to go ahead, 
on the now 26-year-old FPC license, 
and build the vitally needed Kings 
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river developments. The time was op- 
portune; California’s huge growth in 
population, industry, and agriculture 
since 1940 meant that power resources 
must be tapped as readily and com- 
pletely as possible. 

However, since the old license had 
only a few years to run, the company 
went to the FPC with a request for 
renewal, reconfirming the plans out- 
lined in 1922. It might have been just 
a formality, but, as it turned out, it 
was anything but that. It was the be- 
ginning of the battle. 

PG&E asked to spend $60,000,000 
on the project, enlarging the existing 
Balch plant and supplementing it with 
the Wishon, Haas, and Kings river 
powerhouses and the Helms and 
Wishon reservoirs, providing the total 
of 313,500 kilowatts and 230,500 
acre-feet of water storage space. It 
presented its previously authorized 
plans, brought up to date with minor 
modifications, and announced it was 
ready to go ahead. 

But, it turned out, the bureau had 
some plans, too. Another factor was 
a petition by the Fresno Irrigation 
District, as trustee for the Kings river 
water users, asking for a preliminary 
permit to conduct surveys on power 
production in the area. So, on May 
17, 1948, a formal hearing was begun 
in Fresno. Maximilian G. Baron, an 
examiner for the FPC, presided. 


7 


| orem who were there say it was 
a thoroughly lopsided event, with 
PG&E’s presentation overshadowing 
that of the bureau. The latter’s plan, 
opposed by the water users as well as 
the utility, was in a sense a carbon 
copy of the basic PG&E plan, even to 
the use of PG&E pioneers’ names as 
titles for the proposed plants. But 
testimony at the hearing showed that, 
while the bureau proposition would 
cost as much as the company’s, it would 
produce only about one-third as much 
power. Further, the bureau asked for 
the exclusive right to develop the river, 
even to taking over PG&E’s existing 
Balch plant. Including Balch, the gov- 
ernment proposal called for the 
production of 152,000 horsepower; 
PG&E’s plan involved 418,000 horse- 
power — and at approximately the 
same cost. 

The government contended that the 
Kings was a necessary factor in the 
Interior Department’s Central Valley 
project, the plan under which Sacra- 
mento river water, in the north, is 
diverted across central California into 
the San Joaquin valley and then re- 
turned to the Pacific ocean via the 
San Joaquin river. This claim was con- 
trary to all fundamental CVP outlines 
—and, indeed, state and Federal power 
engineers have found that the Kings, 
rather than an asset to the CVP, 
would actually be a burden. And in 


controversy: the [Reclamation] bureau’s desire to ‘na- 


q “Tue Kings River Case is a symbol of the fundamental 


tionalize’ water and power potentials, as against the aims 
of local interests—private enterprise and the rights of in- 
dividual water and property owners. Its history shows the 
lengths to which this basic contest may go.” 
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WHAT’S HOLDING UP KINGS RIVER DEVELOPMENT? 


all this, there was still the underlying 
factor—the water users’ sole and legal 
ownership of the Kings river water. 
Every drop of it was owned and ear- 
marked for irrigation; yet the bureau’s 
plan would turn it over to the govern- 


ment. 


— heard the testimony—and, 
somewhat to the surprise of bu- 
reau advocates themselves — recom- 
mended that the bureau’s cross-com- 
plaint, so to speak, be granted. His 
superiors, however, found differently. 
The PG&E and the people of the 
Kings area filed exceptions to the 
Baron report, emphatically challeng- 
ing his findings, and the FPC con- 
curred with them when, on November 
10, 1949, it overruled its own exam- 
iner and authorized issuance of a li- 
cense to PG&E to proceed with its 
Kings river development. The ruling 
included this statement: “We are un- 
able to agree with the Bureau of Rec- 
lamation that these particular water 
resources should be reserved exclu- 
sively for possible development by the 
United States.” 

The commission authorized a 50- 
vear license for PG&E on the stream." 
In addition, it issued a preliminary 
permit to the Fresno Irrigation Dis- 
trict for investigation of proposed de- 
velopment of a power plant at the 
Army’s Pine Flat dam — a project 
through which the Fresno district pro- 
posed to produce power for its own 
irrigation pumping or to sell to PG&E. 

It was a sharp rebuff for the bureau. 
The commission said : 


The bureau’s plans are contingent 
upon many uncertain factors, such as 


1Re Fresno Irrigation District, 81 PUR 
NS 80. 


275 


adequate steam support and markets, 
and there is no assurance that a sound 
proposal (for Kings integration into 
the CVP) can be prepared. Under 
these circumstances, it does not appear 
to us to be in the public interest to 
allow these water resources to remain 
idle. 

(PG&E points out, too, that not 
only was the power potential being 
held up, but huge sums in construction 
costs and taxes were staying out of the 
postwar markets as a result of the de- 
lays. In effect, the company was being 
prevented from spending these large 
amounts. It had its checkbook out, 
but couldn’t use the pen.) 

“The company’s program was ob- 
viously the better one,” was the final 
FPC shot in its 1949 ruling. 


B” the bureau wasn’t daunted. It 


moved again, on two fronts—be- 
fore the commission and before Con- 
gress. 

In January, 1950, less than two 
months after it granted the license re- 
newal to PG&E, FPC acceded to an 
Interior Department request for a 
new hearing. It allowed its ruling to 
stand meantime, but announced it was 
calling the new inquiry “because it may 
be in the public interest to allow the 
Secretary of the Interior to make a 
further showing on the questions of 
law and fact raised in these proceed- 
ings.” 

Here, Interior Secretary Oscar 
Chapman himself stepped into the fray 
to back up his bureau men. 

And from that point on, it became 
a showdown between the Chapman co- 
horts on the one side and, on the other, 
the “little men” themselves, over whose 
welfare the Federal administration 
has for years expressed such concern. 
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The Parties to the Kings River Fight 


“.. the Kings river . . 


. has been the valued prize in a tug of war be- 


ween the United States Bureau of Reclamation, on the one hand, and 

the farmer-owners of the Kings river water and the Pacific Gas and 

Electric Company, on the other. The contest has ranged over the coun- 

try from Fresno to Washington, in court after court and hearing room 

after hearing room. Rebuffed time and again, the bureau has not given 

up, and is now engaged in a new flanking attempt via the Ninth United 
States Circuit Court of Appeals in San Francisco.” 





These were the plain-spoken farmers, 
lawyers, irrigators, and businessmen of 
the San Joaquin valley, who rolled up 
their sleeves, stepped into the front 
lines, and took over. 

They told both the Power Commis- 
sion and Congress that they wanted 
no part of the bureau and its far-flung 
plans. They said, in so many words, 
that they were used to handling their 
own affairs and they intended to keep 
right on doing so. 


_ the FPC opened its rehear- 

ing, on March 21, 1950, Chap- 
man personally appeared to speak for 
the bureau. He flatly asked the com- 
mission to take an unprecedented step 
—the granting of permission to the 
bureau to develop power on the Kings 
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river, “exclusive of irrigation and 
flood control.” 

It was the Interior Department’s 
contention that FPC “is bound by the 
Secretary’s (Chapman’s) determina- 
tion that the power potential of the 
Kings river should be developed by 
the United States.” 

Gilbert H. Jertberg, as counsel for 
the Fresno Irrigation District, took up 
the cudgels for the farmers and gave 
Chapman their answer, in blunt and 
simple terms. Of the bureau, he said: 


We do not want them and we do 
not need them in the Kings river area 
to run our affairs, We can do a better 
job locally than the Reclamation serv- 
ice of the Interior Department, and 
have demonstrated it for the last thirty 
years. 
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FPC took the already long-delayed 
case under submission again — but, 
even then, the bureau was moving on 
the second front—Congress. 

Helen Gahagan Douglas and Cecil 
White, both then Democratic Repre- 
sentatives in the House from Cali- 
fornia districts, and both conspicu- 
ously now out of office, offered special 
bills which, if passed, would have given 
the Kings to the bureau. It was a di- 
rect frontal attack on the position of 
the farmers, PG&E, and the irrigation 
districts, but again it met the deter- 
mined, grass-roots opposition of the 
men from Fresno, Tulare, Selma, 
Dinuba, and the other sunny, pros- 
perous towns of the valley. 


Sips went into the congressional 
committees’ meeting rooms and 
had their say—and there was dramatic 
contrast in the presentation of the op- 
posing sides. 

The government massed an array 
of distinguished witnesses. Chapman 
himself testified to the House Public 
Lands Committee, on March 27, 1950, 
declaring : 

It is my view that the works on the 

Kings river form a logical and vital 

part of our over-all plan for the de- 


velopment of the water resources of 
the entire Central valley basin. 


And when Representative Norris 
Poulson, a California Republican, 
asked him whether it might not be well 
to defer action until the Water Re- 
sources Policy Commission could 
make a full study, the Secretary had 
an answer that was somewhat at odds 
with Interior’s own delaying actions. 
It is not the intention of the adminis- 
tration “to delay projects so natural 
as this,” he said, “while the Water 
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Resources Commission makes _ its 
studies.” 

Reclamation Commissioner Michael 
W. Straus seconded his chief. He said 
President Truman, Chapman, the late 
President Franklin D. Roosevelt, the 
late Harold L. Ickes, former Interior 
Secretary Krug, and many others en- 
dorsed the bureau plan. 

“I know of no legislative proposal 
concerning reclamation ever consid- 
ered by the Congress with so illustrious 
a background of executive endorse- 
ment,” Straus told the congressional 
committeemen. 


HEN came the contrast. The 

farmers came up and spoke of 
their land and their water, and they 
told why they did not want the bureau 
on the Kings. Aligned against the 
“illustrious endorsers” were such men 
as W. T. Martin of Selma; Charles 
Kaupke, the Kings river water mas- 
ter; Philip A. Gordon, farmer in the 
Kerman district; S. T. Harding, con- 
sulting engineer for the Kings River 
Water Association; William P. Boone, 
George Skoegard, A. J. Quist—a ros- 
ter of names from the San Joaquin 
home communities. 

Perhaps the remarks of Martin, a 
big fellow in western whipcord trou- 
sers, can best illustrate the feeling of 
the valley men. 

“T am a dirt farmer and live on a 
farm near the town of Selma,” he told 
the committee members. He described 
his locality, his position as president 
of the Consolidated Irrigation Dis- 
trict, and then opened his fire. 

“There are a lot of reasons why 
the 40,000 people I represent are op- 
posed to HR 5264 (the White Bill),” 
he said, “and I’m going to cover the 
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strongest ones as well as I can. But 
the one thing that these people can’t 
swallow is the fact that they were not 
consulted about this bill before it was 
introduced. They haven’t been con- 
sulted about it yet. All they know 
about it is what they read in the papers 
or hear on the radio, and what we 
have been able to tell them from the 
district office. I tell you, gentlemen, 
these people resent that kind of treat- 
ment. They still have the idea that 
they are free American citizens, and 
that their Congressman (White) 
ought to represent them and consult 
their wishes and interests. 


al Bones don’t think their Con- 
gressman ought to be simply 
a stooge for the Bureau of Reclama- 
tion. I’m using that term ‘stooge’ de- 
liberately. There is plenty of evidence 
to back it up. Let me tell you about 
the time Congressman White was in 
the office of the Kings River Water 
Association last November. We talked 
with him for two hours about why 
we didn’t like his bill, and he finally 
said, ‘Gentlemen, there may be some 
merit in what you say, but before I 
can give you a definite answer I will 
have to consult Commissioner Straus 
of the Bureau of Reclamation.’ 

“He said that to the executive com- 
mittee of the association. And let me 
make it plain that he didn’t come to 


consult us that afternoon under his 
own power. We sent for him.” 

The big Californian grinned a }j 
wryly, and went on: 

“We farmers may look dumb, by 
we can add two and two and get four, 
We know that this bill is just one part 
of the bureau’s campaign to get con- 
trol of all the water and power in the 
Central valley.” 

Then he concluded, with earnest 
emphasis : 

“The Kings river service area isa 
great inland empire, the richest in the 
world. It got that way because our 
forefathers had enterprise, industry, 
and foresight. They built it with their 
own sweat and their own money. They 
built it for the good, old American 
reasons—to develop the country and 
provide for their children. 

“They certainly didn’t build it soa 
Federal bureau could take it over and 
run it from Washington in order to 
promote what it calls ‘social objec- 
tives’ and enlarge its own power. 

“Tt seems to me that in the United 
States the simple fact that these peo- 
ple don’t want the bill is enough reason 
for killing it. And on behalf of the peo- 
ple of the Consolidated Irrigation Dis- 
trict, I urge you as strongly as I know 
how to do just that.” 


, i ‘HE bills, Gahagan and White, died 


in committee. At the next elec- 


e 


“THE government contended that the Kings was a neces- 
sary factor in the Interior Department’s Central Valley 
project, the plan under which Sacramento river water, in 
the north, is diverted across central California into the San 
Joaquin valley and then returned to the Pacific ocean via 
the San Joaquin river. This claim was contrary to all funda- 


mental CVP outlines .. .” 
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WHAT’S HOLDING UP KINGS RIVER DEVELOPMENT? 


tion, White lost his congressional seat, 
in a traditionally Democratic area, to 
a Republican who was a newcomer in 
politics. Miss Gahagan, it is also re- 
corded, is no longer in Congress. She 
sought to move up to the Senate, but 
lost at the California polls in Novem- 
ber, 1950, to a young man whose name 
is currently making nation-wide news 
—Senator Richard M. Nixon, the Re- 
publican party’s nominee for Vice 
President. 

And finally, in December of 1951, 
after many more profitless months in 
which the blueprints gathered dust 
and the Kings water produced no more 
electricity, the Power Commission 
concurred with the “little men” and 
went counter to the “illustrious en- 
dorsers.” It reaffirmed its position of 
two years earlier, and authorized issu- 
ance of a permit to PG&E to go ahead 
with the river development. 

The text of the FPC’s ruling stands 
as another sharp rebuff to the bureau 
and the Interior Department. The 
commission not only specified that the 
government plan would produce con- 
siderably less power per dollar spent, 
but it effectively took apart the argu- 
ment that the Kings must be part of 
the Central Valley project. 

In this, it cited contradictory state- 
ments by Chapman himself, showing 
that he had once proposed that Kings 
river power profits would carry part 
of the CVP cost—and on another oc- 
casion had promised that “the loss 
from Kings river power sales could 
be carried by the Central Valley 
project.” 


— are excerpts from the com- 
mission’s own decision: 


The Secretary of the Interior pro- 
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poses to use excess revenues from the 
Kings river power plants to carry part 
of the cost of the Bureau of Reclama- 
tion irrigation facilities in the Central 
Valley project. However, the Kings 
River Report which he adopted in Oc- 
tober, 1949, as justification for devel- 
opment of these water-power resources 
by the United States, shows that the 
annual power costs would be in excess 
of the anticipated power revenues, .. . 

The plans of the Secretary of the 
Interior were submitted to the state of 
California and were returned by the 
governor with an analysis by the state 
engineer which largely corroborates 
the evidence in this record indicating 
that the United States would suffer 
financial losses on this power develop- 
ment under the Secretary’s plan. He 
proposes to charge 5.1 mills per kilo- 
watt hour for commercial firm sales of 
power from the Kings river power 
plants and 3.3 mills per kilowatt hour 
for secondary power, and to charge for 
irrigation pumping on the Friant-Kern 
canal 2.5 mills per kilowatt hour. The 
California state engineer said that in or- 
der for the Secretary’s proposed Kings 
river power development to be finan- 
cially feasible, the proposed 5.1 mill 
rate would have to be raised to 8 mills 
or more. In 1949 Pacific Gas and Elec- 
tric Company’s power rate to 12 mu- 
nicipal agencies for resale averaged 6.1 
mills per kilowatt hour. 

Initially in this proceeding the Sec- 
retary’s principal reason in urging de- 
nial of the applications was to enable 
the Bureau of Reclamation to reduce 
irrigation costs on Central Valley proj- 
ect facilities, constructed by the United 
States, by using power profits from 
Kings river. However, on March 4, 
1950, in transmitting the views and 
recommendations of the state of Cali- 
fornia, as appears in the record, the 
Secretary said that the loss from Kings 
river power sales could be carried by 
the Central Valley project. 


HE commission added that “the 
serious objections to his proposal 
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which have been raised in this proceed- 
ing have not been met by the Secre- 
tary.” It concluded with the note that 
“these valuable resources should and 
can be adequately developed in the pub- 
lic interest under the provisions of the 
Federal Power Act.” 


gl the resources still lie undevel- 
oped. Though it appeared at this 
time that the long fight was over, such 


the bureau had expanded its plan of de. 
velopment for the Kings river, and that 
Secretary Chapman had declared this 
new program to be “feasible.” 
This one was for a bigger and high. 
er-priced job, costing the taxpayers 
just under $186,000,000 and thor. 
oughly overshadowing the old bureay 
plan. The agency was not only un- 
daunted by the rebuff handed it by 
the FPC, but set its sights higher than 


ever. 

There it stands. The court machin- 
ery moves slowly, and no one can say 
when the judges will act. The license, 
though authorized, has still not been 
issued. 

The people of California are stil 
waiting for the Kings river power. 


was not the case. There was an armi- 
stice of two months, and then, on Feb- 
ruary 18, 1952, Chapman petitioned 
the Ninth United States Circuit Court 
of Appeals in San Francisco to over- 
rule the commission’s order. And, six 
days later, a press release from the Bu- 
reau of Reclamation announced that 





es planners try to sell their plans for government- 
in-business on the idea of ‘something for nothing.’ 

“Socialized medicine, Federal-owned power, government- 
built steel plants, and U. S.-financed transmission lines all come 
from the same hopper. 

“The man who pays is the wage earner, through direct and 
indirect taxes, and through withholding deductions which cut 
down his ‘take home’ pay. The taxpayer is learning that the 
‘something for nothing’ means that he must pay ‘something for 
nothing,’ and he'll keep right on paying more and more until 
he rises to put a stop to Socialism in any guise whatsoever. 

“The way to protect your ‘take home’ pay is to work for the 
strictest kind of government economy — Federal, state, and 
local—and to oppose government in business, whether that 
business be banking, the production of electric power, or any- 
thing else that could and should be done by tax-paying private 
enterprise. Otherwise the Socialists and the ‘spend, spend, 
spend’ boys will clip our ‘take home’ pay right down to a bare 
subsistence figure.” 

—Excerpt from Industrial News Review. 
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Utility Safety Seminars 


A description of a seminar on safety in public utility 

operations which has attracted gas and electric off- 

cials from all sections of the United States and Latin 
and South America. 


By W. T. ROGERS* 


N recognition of the increasing im- 
[ pocanc of safety in the utility 

industry and to meet the growing 
need for higher standards in safety 
administration our company inaugu- 
rated in 1949 an intensified training 
course, the ‘‘Ebasco Seminar in Public 
Utility Safety.” Two seminars were 
held in 1949 and one each year since, 
the fifth having been held in February 
of this year. 

The seminar was originally designed 
as a training medium for newly ap- 
pointed safety directors and others 
who wanted to learn of new techniques, 
new developments, and technical ad- 
vances in the field. However, it was 
soon realized that this training would 
be even more beneficial to those who 
have direct operating and supervisory 
responsibility. An increasing number 
of operating people now register for 
the course : division managers, general 
and division superintendents, engi- 
neers, construction superintendents, 


_*For personal note, see “Pages with the 
Editors.” 
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and personnel executives. The response 
of company managements in this di- 
rection has been most gratifying as it 
demonstrates an appreciation of the 
fact that safety is a direct operating 
responsibility. 


(- of the major purposes of the 
seminar is development of a basic 
philosophy and attitude toward the ac- 
cident problem and to study in detail 
the many factors and ramifications of 
the safety activity. In developing this 
phase of the course the importance of 
safety from the standpoint of public 
relations, employee relations, and econ- 
omy of operation is stressed. More 
than a course in safety as such, the 
seminar is concerned with all-around 
development of supervisory and execu- 
tive ability. Psychology, techniques of 
supervision, selection and training of 
employees, effective speaking, and con- 
ference leadership are among the sub- 
jects covered in this course. Detailed 
study of the essential components of 
safety programs for utilities and case 
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studies of successful programs are 
included. 


SE seminar, which is held in New 
York, covers a period of two 
weeks. The groups are limited in size, 
from fourteen to twenty men being 
considered an ideal class for this type 
of instruction. Most of the men live 
together in a mid-town hotel con- 
venient to the classes and where they 
have freedom to work together and 
can have “off-campus” discussion 
(which has proved to be a special fea- 
ture of the course). The seminar is di- 
vided into two parts. Morning classes 
are held from 9 to 12:30 Monday 
through Friday for the two weeks at 
the Washington Square Center of New 
York University. The afternoon ses- 
sions from 2 to 5 are devoted to field 
trips, and lectures and discussions at 
the Ebasco offices, Two Rector street. 
The university sessions are held un- 
der the auspices of the Center for 
Safety Education directed by Dr. Her- 
bert J. Stack. Dr. Walter A. Cutter, 
assistant director of the Center, is uni- 
versity co-ordinator of the seminar. 
Sessions at the university include 
effective speaking; how to talk before 
large and small groups, how to conduct 
a safety meeting and safety panels, 
conference techniques, practice ses- 
sions, training; how men learn, meth- 
ods of instruction, use of demonstra- 
tions, formula for supervision; re- 
quirements of supervisory problems, 
problem solving, effective relations; 
yardsticks for successful supervision, 
personal factors, psychology in dealing 
with people, the accident-prone em- 
ployee, effective technique in selling 
safety, fleet supervision, including 
driver psychology and driver testing. 
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Instructors at the university are Dr, 
Stack; Dr. Cutter; Dr. Dawson Dean, 
personnel director of American Home 
Products Company; Dr. William D. 
Glenn, Jr., director, Testing and Ad- 
visement Center, New York Univer- 
sity; and John P. Bowden of Markel 
Service, Inc. 


a Ebasco sessions include Safe- 
ty Programs in Public Utilities, 
Fire Protection and Prevention, an 
Association Panel (description of ac- 
cident prevention work carried on by 
trade associations) and a Problem 
Forum. Instructors include the author 
who also directs the seminar, J. F. 
Gordon, J. G. Sealy, and G. G. Blair, 
safety and fire protection engineers. A 
special demonstration on fire preven- 
tion is given by W. E. Rossnagel of 
Consolidated Edison Company of New 
York. 

Field visits include inspection of the 
training school of Long Island Light- 
ing Company and review of the com- 
pany’s safety program; inspection and 
review of the safety program of Con- 
solidated Edison Company; visit to 
factory of C-O Two Fire Equipment 
Company and demonstration of fire 
protection equipment ; review of U. S. 
Army safety program and demonstra- 
tion of driver training at Governor’s 
Island, New York. 

During the two weeks’ stay in New 
York, Tom Walker, vice president of 
Irving Trust Company, has been most 
gracious in having the group for lunch- 
eon, and at the end of the seminar 
graduation exercises are held at the 
Downtown Athletic Club where cer- 
tificates are presented and talks are 
made to the group by university and 
Ebasco officials. 
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Safety Requires Sincere Conviction 


¢¢ PeEcoGNITION of the importance of safety is along step toward the 

successful operation of a safety program, for unless the im- 
portance and value of safety are fully recognized in all its phases, any 
safety program will ‘bog down’ or will be run in a halfhearted or per- 


functory manner. Safety work to be effective must be ‘believed in. 


a> 99 





An important feature of the seminar 
is the continual opportunity for dis- 
cussion and individual assistance af- 
forded as the course develops. How 
can a safety program be designed to 
include small groups of employees 
working in outlying districts? What 
qualifications should be sought and 
what testing measures used in the se- 
lection of new employees? When and 
to what extent should discipline be used 
in enforcing safety regulations? How 
can management participation and di- 
rection of the safety program be as- 
sured? These were among some of the 
many questions asked and answered 
during the most recent seminar. At the 
demonstrations and field visits oppor- 
tunity is also afforded for discussing 
individual problems. The relatively 
small size of the group is helpful to 
this “individualized” assistance. 


[* discussing safety programs in 
utilities—the adverse effect of ac- 
cidents on customer relations and the 
good public relations that can be built 
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up through well-planned community 
safety programs were stressed. Morale 
factors, improved relations, increased 
efficiency of workers were also consid- 
ered. 


quem was placed upon accident 
costs, citing that the people of the 
United States suffer an annual loss of 
some $7.1 billion in accidents. The fac- 
tors affecting costs were thoroughly 
discussed, developing the concept that 
prevention of loss through accident 
has become an economic necessity, as 
well as good business. Figures were 
quoted from a survey made several 
years ago of fifteen gas, electric, and 
combination gas and electric compa- 
nies with better than average safety 
records. 

These figures showed that in 1946, 
the companies paid an average of $430 
per lost time case in medical and com- 
pensation costs alone. Because of in- 
creased wage costs and higher medical 
costs, those same accidents would have 
cost $700 in 1950. However, because 
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of the increase in the average severity 
of accidents (from 67 days in 1946 
to 143 days in 1950), medical and 
compensation costs have been very 
greatly increased. Thus indicating that 
the 1950 lost time accident cost utili- 
ties some 44 times as much as an acci- 
dent of the same kind in 1946—an 
average medical and compensation 
burden of $1,990 per case. Add to this 
the attendant costs of others losing 
time, material damaged, equipment 
damages, delays, etc., and the cost (on 
Heinrich’s formula which states that 
indirect losses average four times the 
medical and compensation costs) be- 
comes a forbidding $9,950 per case. 
These cost figures do not include 
those where fatalities or permanent 
total disabilities occur. Those costs 
average over $26,000 per case in fatal- 
ity, and from $75,000 to more than 
$100,000 per case in permanent total 
disabilities. The point is strongly 
stressed—these are preventable losses. 


is pointed out in the course that 
for a safety program to be success- 
ful management must not only recog- 
nize its importance but must be will- 
ing to expend time, money, and effort 
commensurate therewith. 

As an aid to management to recog- 
nize fully the importance of safety, it 
would be well to list the major reasons 
why safety is foremost in importance 
in the operation of a utility company. 
Safety is important because : 

Safety prevents injury and death to 
employees and public. 

Safety prevents destruction of prop- 
erty and interruption of service. 

Safety makes for better working 
conditions, higher morale, and im- 
proved employee relations. 
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Safety promotes good will and im- 
proves public relations. 

Safety saves money needlessly spent 
for injuries and claims. 

Safety improves efficiency and econ- 
omy of operation. 

Recognition of the importance of 
safety is a long step toward the suc- 
cessful operation of a safety program, 
for unless the importance and value of 
safety are fully recognized in all its 
phases, any safety program will “bog 
down” or will be run in a halfhearted 
or perfunctory manner. Safety work 
to be effective must be “believed in.” 


HE next important step in formu- 
. lating a safety program is to de- 
termine wherein the responsibility for 
safety lies. Who is responsible for 
safety? The answer is, everyone! The 
president of the company, the vice 
presidents, managers, department 
heads, superintendents, foremen, and 
every emplovee bear a direct responsi- 
bility for the safety program of the 
company. The responsibility for safety 
is threefold. It rests on management, 
on supervision, and on employees. 
Management is responsible for safe- 
ty because management is responsible 
to the company’s stockholders, to the 
public, and to the employees for the 
operation of the company in a safe and 
efficient manner; for protecting the 
public and employees from injury and 
damage; for safeguarding and con- 
serving the assets of the company; and 
for rendering continuous and efficient 
service at lowest possible cost. 
Supervision is responsible for safe- 
ty because supervision is management 
in action. Supervision (department 
heads, superintendents, foremen) has 
a dual responsibility for safety—it is 
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responsible to higher management for 
safe and efficient production and it is 
also responsible for the safety and wel- 
fare of the employees. 

Emplovees are responsible for safe- 
ty because it is their duty to work in 
an efficient and “skilled” manner. Ac- 
cidents damage equipment and delay 
production. Employees are responsible 
to themselves, to their families, and to 
the nation for the avoidance of injuries 
and time lost from the job. Employees 
are the ones who get hurt. Employees 
are responsible to their foremen for 
doing the job safely and to their fellow 
workers in not causing injury to them. 


se of safety administration, 
programs, and procedures were 
considered by the group, while it was 
shown that programs must be “tailor- 
made” and no standard program could 
be adopted by a company with any 
guaranty of success. 

The importance of safety in defense 
and in the vast expansion program now 
being undertaken by the utility indus- 
try was stressed from the man-power 


angle when it was pointed out that the 
man-hours lost as a result of accidents 
in industry would provide the equiva- 
lent of 706,000 additional workers. 
The need was shown for conserving 
man power through the reduction of 
accidents and also by increasing the 
efficiency of the men on the job by 
training in better work performance. 


poate men have now gradu- 
ated from this seminar, coming 
from gas and electric companies in all 
sections of the United States and from 
Cuba, Mexico, Venezuela, Brazil, Co- 
lombia, Guatemala, Panama, Ecuador, 
and Chile. Without exception, all those 
who have attended have expressed 
themselves as having derived a great 
deal of benefit from this intensified in- 
struction by having a broader concep- 
tion of the whole matter and becom- 
ing more familiar with the many rami- 
fications of this work. There is no 
doubt that the companies which have 
sent their key men to this seminar re- 
ceive immediate as well as long-range 
benefits from this program. 





i drift away from our competitive system of free 
enterprise is threatening the initiative and incentive of 
our people and throttling the energies essential to maintain the 
level of our material progress. The drift away from the truth is 
leaving the people confused and bewildered. 

“The drift downward of the purchasing power of our currency 
which has progressively fallen as it has become increasingly 
influenced by the political fortunes of the moment continues 


unabated. 


“The drift upward in the cost of bureaucracy and the ex- 
penditure of public funds in complete disregard of the tax 
burden has accelerated so alarmingly that the people are rapidly 
becoming the servants of the state. 

“The drift toward Socialism through indirect internal pres- 
sures faces us with the inevitable collapse of individual incen- 


tive and full personal energy.” 
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Keeping Aunt Molly Out of the 
Post Holes 


When good citizens swarm to stop a utility project, 

the fellows in the right-of-way department know 

something has been overlooked. And here is how 
they try to head off neighborhood uprisings. 


By JAMES H. COLLINS* 


s the kids say, “Jeepers-creepers !” 
A Icy fingers ran up and down 
the spine of the utility company 
right-of-way fellow who read a re- 
cent Saturday Evening Post article on 
his specialty, “They Can Throw You 
Out Any Time.”? 

Slick magazine stuff, built on good 
old eminent domain, which of course 
always wins when there is a battle, be- 
cause it goes away back when. 

The author told about his experience 
with hard-boiled pipeline agents who 
came around seeking easements—or 
rather announcing that they were 
about to be taken, It went into the his- 
tory of eminent domain, which was an 
issue at Runnymede. King John had 
no transmission lines to put through, 
but he was divinely right about tak- 
ing things he wanted, and later on it 


*Professional writer of business articles, 
now resident in Hollywood, California. 
1 By Craig Thompson, May 24, 1952. 
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was put into our own law early by 
what Tugboat Annie calls the “Found¢- 
ering Fathers.” And these oil line 
babies, representing a corporation that 
had no roots in the community, but 
just passing through, wanted none of 
the discussion that a utility agent de 
pends upon to make people like giving 
what they would have to give anyway 
under eminent domain. 

The author had some advice for 
property owners in the same circum- 
stances: “Make the best bargain you 
can, but relax—don’t fight!” 

That is the utility right-of-way 
agent’s creed. 


c- place property is immune, says 
this author—but then maybe only 
in a particular state. If your home or 
farm is located on the grounds of a 
state lunatic asylum, it cannot be taken 
for a power, pipe, or toll line. That's 
precedent, based on court decisions. 
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But nothing else can stand in the way 
of progress. 

This law of eminent domain un- 
doubtedly stands behind many utility 
company projects, because they are 
representative of community growth. 
But utility agents almost never invoke 
it. They regard a court case as a black 
eye for themselves. It stands for un- 
skillful negotiation. If property own- 
ers show fight—and they generally roll 
up their sleeves at the start—the right- 
of-way fellow resorts to a meeting of 
minds. 

It is the rule in his job that when 
things get sticky, he has failed to make 
the proposition clear. “More discus- 
sion,” he says. Once owners under- 
stand, opposition will vanish better 
than ninety-nine times in the hundred. 


A= right-of-way agent needs 


some law, some engineering, some 
salesmanship, some psychology, plus 
patience, liking for people—and not a 
bit of trickery. His company generally 
starts his base training by convincing 
him that tricks will not close deals— 
they only seem to, and are sure to come 
unclosed later. 

Just what to look for in the new re- 
cruit studied for this work is a matter 
of discussion among right-of-way ex- 
ecutives. Some of them have come up 
from engineering, others from sales, 
still others from law. Whatever their 
previous experience, they get busy 
reading up on the law, engineering, or 
sales technique they may lack. 

A discerning executive might give 
high rating to knowledge of the com- 
pany, its policies, and public relations. 
For the field man will often be called 
upon to interpret the company to the 
people he deals with in this work. 
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| one case, during the depression, a 
right-of-way agent met stubborn 
opposition from a young home owner 
—honest opposition that could not be 
pinned down immediately. Company 
service was all right, there was no 
criticism of rates. 

“What I object to,” said the young 
man, finally, “is the way your company 
goes on paying dividends when times 
are so hard. It doesn’t seem right.” 

“Do you carry life insurance?” 
asked the agent. The answer was 
“Yes.” Then he proceeded to show 
that, as a policyholder, this young man 
was a stockholder in the company. 
Stability in dividends was part of the 
protection he had provided for his 
family. Looking over stock statistics 
at that time, he would find not too 
many companies paying their usual 
dividends. 

The right-of-way fellow is a trustee 
for his company’s good will and public 
standing. When property owners 
swarm out and sit in post holes, the 
most popular form of picketing against 
utility growth, the right-of-way man 
is willing to shoulder the blame. Some- 
thing that he did or did not do turned 
the project sour. 

At the moment, in the Los Angeles 
area, there is public indignation over a 
power line, planned to run overhead 
through the San Fernando valley. 
Citizens want it underground—at an 
added cost of millions. They feel so 
strongly about it that there is talk of 
raising the additional funds by public 
subscription—which should appeal to 
the imagination of the utility treasurer 
with a new issue to float in Wall Street. 

That this transmission line has gone 
sour on a municipal power department 
proves nothing. Company right-of- 
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way fellows are more likely to by sym- 
pathetic than otherwise. It can happen 
to anybody. Not so long ago house- 
wives in the Los Angeles area were 
filling up holes dug for a power com- 
pany’s poles, because they wanted or- 
namental lighting standards. 


| iy the magazine article, two charac- 
ters drove up to the property own- 
er’s porch and introduced themselves 
as lease buyers, come about right of 
way for the new pipeline. What pipe- 
line? Why, the one that’s coming right 
through here! This was the first word 
the owner had heard about any pipe- 
line. 

There seemed to be nothing to do 
except sign up. 

In utility work, the start is different. 
When a route has been determined by 
engineers, the agents go out and inter- 
view property owners, telling them 
about it as a tentative proposition, and 
securing permission to make surveys. 
This is reasonable. The line is general- 
ly going through that way. But sur- 
veys have still to be made. It is an hon- 
est approach. 

Apparently the only case in which 
a right of way was determined by lay- 
ing a ruler on a map, and drawing a 
line, was for the railroad from St. 
Petersburg to Moscow. The line was 
as straight as a ruler could make it. 
The railroad went through that way. 
There was no right-of-way trouble, 


because the Czar of Russia wanted jt 
so. 

Utility company routes are not s 
straight, and are determined with con- 
sideration for many more factors. Bu 
when decided upon, they are settled as 
best for many reasons, and seldom 
changed. 

News coming into a quiet neighbor- 
hood that a utility line is to be built has 
the effect of a stone thrown into a 
froggy pool. 


we the news right up on the 
front porch, with a “So what?” 
has its angles. For example, jumping 
the gun on chiselers who are always 
ready to get busy raising land prices, 
setting up road blocks, as can happen 
when news seeps in gradually. 

Even when it is announced tenta- 
tively, as still in the survey stage, peo- 
ple are transformed from their normal 
selves. 

“What! A power line through our 
beautiful community?” they exclaim. 
The beauty of any community in- 
creases several hundred per cent in the 
estimation of the people who have been 
living there as soon as a utility project 
is heard of. On the ground of beauty 
alone they are ready to fight it. “They 
can’t do this to us!” 

When it is conceded that the proj- 
ect cannot be stopped, property owners 
think of compensation. Each individ- 
ual wants to get as much for his rights 


“THE right-of-way fellow is a trustee for his company’s 
good will and public standing. When property owners swarm 
out and sit in post holes, the most popular form of picketing 
against utility growth, the right-of-way man is willing to 
shoulder the blame. Something that he did or did not do 
turned the project sour.” 
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as possible. High mental prices are set. 
\Maybe nobody hopes to get that much. 
But there must be something high to 
sart their bargaining, and come down 
to a figure that is still high. 

There is also the natural desire to 
get more than the Smiths or Browns. 
The additional money would be nice. 
But the glory of driving a better bar- 
gain is nicer. 

And at that point the right-of-way 
agent makes his entrance on the stage. 
He has a definite technique. Given a 
little time, and discussion, psychology 
will swing around in his favor. 

First of all he impresses on the com- 
munity, and the property owners, that 
he has no tricks. He represents a com- 
pany that is serving this community, 
or which is preparing to do so. It is 
part of the community. It is under 
public regulation, It has to live with 
its neighbors, who are mostly custom- 
ers. Thus far it has stood well with 
the people in its territory, and intends 
doing so in future. If for no other 
reason, right of way is based largely 
on company standing with people. 


Eb ERE is almost always the feeling, 
among owners, that the company 
wants to buy property and rights at the 
lowest price that can be arrived at by 
horse trading. There is talk of ap- 
praisals. Most citizens think of ap- 
praisals as made by the bank, to deter- 
mine loan value, or for taxation, in 
which cases the objective is under mar- 
ket value. For taxes, the lower the bet- 
ter. 

The right-of-way agent meets this 
view by asking how much they con- 
sider their property worth if they had 
to sell it today. He thinks and discusses 
market value. That is a different view- 
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point, and owners find it interesting. 
If for nothing else, it has interesting 
complexities. 

Maybe this community has had some 
experience with a project passing 
through, like the oil pipeline, in which 
various tricks were employed. 

One such trick is to offer all owners 
a cash price that is low. Some of them 
usually sign. Then the price is raised 
a little, and the owners are canvassed 
again, and more sign. Finally, after 
several price increases, only a handful 
of stubborn owners stand out, and are 
bought off at high prices. It evens up 
in very favorable terms for the com- 
pany. But the more co-operative the 
owners, the less they got. 

So, when another company comes 
seeking rights—imagine the feeling! 
Those citizens are not going to be 
taken in again. 

However, when owners are asked to 
assist in determining market values, 
and told that the company wants to pay 
full values on that basis, so that all 
owners will be treated fairly, and that 
such compensation is in the public in- 
terest, making it possible to keep rates 
at reasonable levels—then the feeling 
changes. The pipeline people asked, 
“How little will you take?” But now 
the utility’s question is, “What is the 
present market price of your prop- 
erty?” 


H°= trading arises from ignor- 
ance of market values. When 
owners are given figures of real estate 
transactions, and see that there is no 
likelihood that anybody else will get 
more than themselves, the instinct for 
horse trading quiets down. When mar- 
ket values are arrived at, they are com- 
parable. 
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Key to Fair Right-of-way Settlements 


“—_ right-of-way work includes supervision of construction, 
preferably by the agents, who signed up property owners. Their 
word can be taken as to damage. Generally the money damage does 
not run into many dollars, but the damage to public relations can be 
serious. Using farm statistics for values, these damages are settled im- 
mediately. And such settlements do more even than just property com- 
pensation to maintain the reputation of the company as a good neighbor.” 





Appraisals made by an outside ap- 
praiser, working for the company, 
with a company appraiser, are favored, 
because then the sole objective is to 
arrive at market values. When each 
side appoints an appraiser, the value 
arrived at is generally a compromise. 

Sometimes an appraisal will after- 
wards turn out to be too low. There 
have been cases in the Los Angeles 
area where a utility company admitted 
this, and paid owners additional 
amounts. This is in line with the main- 
tenance of good public relations. Ap- 
praisals are complicated; appraisers 
can be wrong. The utility is in the busi- 
ness of selling service—not making 
money on real estate. 


geist to be taken ranges all the 
way from city and farm lands, with 
buildings, complete, down to ease- 
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ments for which only a little land is 
needed, or simply the right to cross 
land. Compensation runs from full 
market value for land and buildings, 
down to easements for which nothing 
is paid—though they must be acquired. 

Example of the latter : To take serv- 
ice to a customer it may be necessary 
to run a line across neighbors’ prem- 
ises. Compensation is sometimes asked 
for. The settlement is on a good neigh- 
bor basis. 

Example of an easement for which 
payment is made: Taking a strip 
through an orange grove or vineyard, 
for an overhead line that does not 
greatly affect the land. Trees or vines 
may be left, or the land can be culti- 
vated after the line is built. However, 
the strip must be under utility control. 
So compensation is figured on the 
value of the land that cannot be culti- 
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vated, and various kinds of damages, 
which are appraised with what 
amounts to precision. 


“Pryor is made in cases 
where neither land nor easements 
are taken. A project going across 
neighboring property may cut off light, 
air, access to property, traffic upon 
which a business depended. In law, 
these are recognized damages, to be 
paid for. Appraisal weighs the dam- 
age, how much the owner has lost, how 
much he has left. 

How many orange trees must be 
removed? What crops can be grown 
on land underneath a transmission 
line? There are detailed statistics com- 
piled by state agricultural departments 
on crops, prices, production costs, and 
like factors. So many orange trees 
uprooted were worth so much money, 
and the average yield per tree was so 
much, and prices the past five years 
have run... To the appraiser, such 
data are as trustworthy as records of 
realty transactions. 

Right-of-way agents are provided 
with sales tools. 

Even when owners agree that com- 
pensation is fair, the question of beau- 
ty remains. Steel towers erected on 
the next lot, wires and cables passing 
over our yards! 

Books of photographs are produced, 
showing how similar projects have 
been engineered in other neighbor- 
hoods, with towers, poles, and lines 
passing among homes, and hardly no- 
ticeable—certainly not as devastating 
as imagination has pictured them. 

It is a fact that utility projects sel- 
dom have any depreciating effect on 
property. This is demonstrable in fig- 
ures of realty transactions. A utility 
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project is engineered, meets opposi- 
tion on the score of damage to the 
appearance of the neighborhood, is 
built after property compensations 
have been made—and presumably 
blights the locality, depreciating prop- 
erty. 

3ut it is found that real estate has 
not been affected in market value. Lots 
right up against the transmission line 
sell for as much as similar ones at a 
distance. In the country, the line ac- 
tually creates privacy for the owners, 
barring the public from their homes or 
fields. 


(= right-of-way work does more 
than overcome opposition by dis- 
pelling fears of sharp tactics. It aims 
to create a desire for the improvement. 
To this end, meetings of owners are 
sometimes held, where questions can 
be asked and answered, discussions 
take place. But this is not “selling” 
so much as giving people the facts and 
maybe the time required to come to 
their own decisions. 

On the edge of a large city, farm 
lands were being cut up into lots for 
city people, who were moving out with 
their youngsters. Most of the farm 
youngsters had grown up, moved 
away, and the old folks had retired 
to modest homes in town. The new 
suburbanites needed a new school- 
house to replace an old firetrap. Plans 
were drawn for a building costing so 
much money that the old folks feared 
increased taxes would take their 
homes. 

A town meeting was held to vote on 
the new schoolhouse. The young peo- 
ple used various sales devices, among 
others bringing a state educational 
official from the capital to explain the 
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situation. He said that never in the 
history of that state had a community 
refused to vote funds for better 
schooling. 

But the old folks were frightened, 
and voted it down, and it looked as 
though history was not going to repeat 
this time. 

“Wait a few weeks,” advised the 
state official, “and call another meet- 
ing.” This was done, and the same 
oldsters voted for the new school. 

What had happened meanwhile? 

They had lost their fear, because 
they controlled the situation. Look- 
ing at figures without fear, they saw 
that taxes would not be increased bur- 
densomely. Time to investigate, with 
no sales pressure. They “closed” them- 
selves. And when the new school was 
built, nobody took more pride in it 
than the oldsters. 


Pens may be at the bottom of a 
community’s opposition to a util- 
ity project. It generally sifts down to 
an individual, and when the ringlead- 
er is located, discussion is relied upon, 
and is generally effective. 

There may be a Who-Dun-It? 
angle. In one neighborhood the popular 
idea of values suddenly rose several 
hundred per cent. Everybody was cer- 
tain the company would pay big 
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money. Actual realty prices were con- 
sidered small change. 

“The company paid such-and-such 
prices to people who held out in Smith- 
burg,” owners protested. “Where did 
I hear that? Why, Bill Higgins told 
me so.” 

Bill Higgins had heard it from his 
wife, she had heard it from Sadie 
Jones—finally it was pinned down to 
one woman, who had been on the spot 
when it happened, and had the details 
straight from Smithburg. 

Discussion was simple. That com- 
pany had never had a project through 
Smithburg. But a pipeline had been 
put through on the basis of settling 
with as many owners as possible for 
the lowest offering, and paying large 
amounts to the few who held out. 

When these facts were explained to 
the gossiping woman, she not only 
signed up, but got just as busy explain- 
ing the situation to neighbors. 

The right-of-way agent himself can 
start gossip, by making loose state- 
ments in his anxiety to close. He is 
regarded as an expert, he speaks for 
his company, what he says is taken as 
fact—it may be only his opinion, but 
will later turn into fact in court. 


ow piece of property that was to be 
taken in toto for a transmission 


ciating effect on property. This is demonstrable in figures 


q “Ir ts a fact that utility projects seldom have any depre- 


of realty transactions. A utility project is engineered, meets 
opposition on the score of damage to the appearance of the 
neighborhood, is built after property compensations have 
been made—and presumably blights the locality, depreciating 
property. But it is found that real estate has not been affected 


in market value.” 
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line was held at a preposterous value 
by the owner, a woman. 

“Why it’s a gold mine!” she in- 
sisted. “It brings in so much a year 
—more than what you tell me is the 
selling price. The improvements alone 
cost such-and-such.” And there she 
stuck, flat-footed. 


_ inquiry by the agent brought the 
admission that she had never en- 
joyed such income from the property, 
those figures had been given her by a 
real estate salesman when she bought 
itonly a short time ago. 

She settled for the market value, 
but the utility agent helped her get 
back money from the real estate con- 
cern. The courts hold that while opin- 
ion (“This place should be a gold 
mine”) has no value as a basis for 
damages, the quotation of figures 
(“This place has been bringing in so 
much a vear”) is a statement of fact; 
they may be known to be untrue; they 
may have been quoted by an employee, 
regarded as irresponsible—in court he 
is an authority, if he goes into figures. 


All by itself, such off-the-record , 


statements are bad public relations for 
a utility that has to live in the com- 
munity, so one of the next things 
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taught a recruit in the right-of-way 
department, after “No tricks!” is 
“Watch what you say!” 

The project cannot be considered 
closed when everybody has signed up 
for the right of way. Contractors or 
construction crews come in after that, 
and may do damage to property, and 
to public relations. 

Compensation will have been deter- 
mined and paid for so much land 
through a vineyard, so many vines to 
be removed, so nfuch of the planting 
to be undisturbed. Construction work- 
ers damage vines that were to be left, 
therefore the utility company has 
taken more than it paid for. 


(= right-of-way work includes 
supervision of construction, pref- 
erably by the agents, who signed up 
property owners. Their word can be 
taken as to damage. Generally the 
money damage does not run into many 
dollars, but the damage to public rela- 
tions can be serious. Using farm sta- 
tistics for values, these damages are 
settled immediately. And such settle- 
ments do more even than just property 
compensation to maintain the reputa- 
tion of the company as a good 
neighbor. 





a HE failure of British Socialism should cause no surprise. Socialism 
is bound to fail because of its inherent nature. When the state 
becomes the dominating force in the economic field, with individual initia- 
tive submerged, the people are forced to lean on the government, which 
is ruled by a bureaucratic group whose policies are based upon political 
expediency. Under such a system, private enterprise becomes infected with 
creeping paralysis, and production languishes. The socialist economy 
bogged down so badly that time and again capitalistic America was called 


upon to come to the rescue.” 


—Exceret from “The New England Letter,” published by 


The First National Bank of Boston. 
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Washington and the 
Utilities 











Launching McFarland’s 
Campaign 
Sameera newspapers seem to be 

rather upset over the recent action 
of Interior Secretary Chapman approv- 
ing an application of the Arizona Inter- 
state Stream Commission for right of 
way across public lands for the construc- 
tion of the Granite Reef aqueduct. This 
aqueduct is part of the Central Arizona 
project (a tremendously expensive un- 
dertaking which Arizona cannot pay for, 
and which Congress has repeatedly re- 
fused to authorize as a Federal under- 
taking). It would carry water from Lake 
Havasu behind Parker dam to lands 
around Phoenix. 

But a hotter controversy is involved 
in the fact that the aqueduct would carry 
Colorado river water which the state of 
California claims under contract with the 
Federal government. California Con- 
gressmen, both Democratic and Republi- 
can, are speculating whether the Truman 
administration, as represented by Secre- 
tary Chapman, is resigned to writing off 
California, in the coming election, in or- 
der to aid Senate Majority Leader Mc- 
Farland, who has a race on his hands for 
re-election in Arizona. 

The Los Angeles Times insists that it 
was all cooked up “in a back room at the 
Democratic national convention.” Else- 
where, there is sharp criticism about 
Secretary Chapman’s alleged “arrogant 
disregard of Congress” because he 
granted, on his own, the controversial 
rights of way. 

What makes California’s Democratic 
candidates wonder if they are being 
thrown to the wolves of a hostile elec- 
torate is the fact that Secretary Chap- 
man’s action takes the first step in seiz- 
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ing water which California says is hers 
while Congress is in adjournment, On 
the other hand, all Secretary Chapman 
really has given the Arizona Interstate 
Stream Commission is a right of way for 
a dry canal. It would be meaningless un- 
less Congress eventually came through 
with approval of the Bridge Canyon 
which would have to supply the necessary 
power to lift the water of Lake Havasu 
nearly a thousand feet to the viaduct. It 
is this costly venture on which Congress 
has balked for years. Representative 
Sheppard (Democrat, California) said 
that it is “inconceivable that Secretary 
Chapman would ever approve a project 
for which there may be no water.” 


N releasing correspondence relating to 

his approval, Chapman recognized 
that the CAP was never authorized by 
Congress. But, in a letter to the chief 
counsel of the Arizona Interstate Stream 
Commission, Chapman stated: 


In view of your interest in the mat- 
ter, however, and particularly in view 
of your indicated desire to furnish 
money to commence construction of 
Bridge Canyon dam and reservoir, I 
am glad to be able to advise you that 
when the state of Arizona or an agency 
or subdivision thereof makes a definite 
offer to furnish this money and outlines 
the conditions under which the offer 
is made, all necessary steps will be 
taken by the Department of the Interior 
to determine whether Bridge Canyon 
dam, reservoir, and power plant and 
related facilities necessary for their 
successful operation can be constructed 
under the conditions specified and, if 
found authorized, construction thereof 
will then be undertaken . . 
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The plans for the Central Arizona 
project include both the Granite Reef 
aqueduct and the Bridge Canyon dam. 
Chapman pointed out that the 1944 water 
contract with Arizona is subject to the 
Colorado River Compact and that similar 
water agreements have been executed 
with agencies of the states of California 
and Nevada. Cost of the Granite Reef 
facilities was put at $156,000,000 in 1947, 
but Senator Knowland (Republican, 
(alifornia) has asked Chapman for a 
1952 cost estimate on Granite Reef and 
also for Bridge Canyon (1947 estimate, 
$270,000,000). Knowland also questions 
the availability of power sources if Gran- 
ite Reef were built separately. 


> 


More Copper, Less Steel 
1. steel strike is ended, but the 


shortage melody lingers on and will 
continue to be heard for the rest of the 
year 1952. Both gas and electric utility 
industries will feel the effect in construc- 
tion programs which the Petroleum Ad- 
ministration for Defense as well as the 
Defense Electric Power Administration 
were hoping to bring into completion 
before the middle of 1953. 

Shortage of steel has held up plans of 
the Texas Gas Transmission Corpora- 
tion to build a 408-mile pipeline from 
Louisiana to Ohio. The project was ap- 
proved last month by the Federal Power 
Commission. Because the steel strike has 
delayed deliveries of pipe, the company 
was unable to give assurances that its 
project would be completed in time for 
this winter’s heating season. 

The pipeline is designed to carry 240,- 
000,000 cubic feet more of natural gas a 
day to over 30 distributing utilities from 
Louisiana to Ohio. Original plans called 
lor placing the project in service by No- 
vember Ist. The Lone Star Gas Company 
finds itself in a similar situation. D. A. 
Hulcy, president of the company, said 
Lone Star has been forced to defer lay- 
ing 130 miles of major gas transmission 
and gathering pipelines because of the 
steel shortage. 

Possible service shortage in some areas 


during the coming heating season is be- 
ing predicted for both oil and natural gas 
by government officials. Deputy Defense 
Petroleum Administrator Ed Warren 
said the oil and gas industries have lost 
at least seventy-five days of steel produc- 
tion for their expansion programs. He 
said this “does not necessarily mean a 
shortage this winter” of either of these 
fuels. But his office admitted that sup- 
plies of petroleum products “can be quite 
tight this winter.” On natural gas, he 
said, the anticipated expansion in demand 
next winter “offers a critical problem.” 


HE shortage of steel as contrasted 

with the more favorable situation 
with respect to other controlled metals 
has led the National Production Author- 
ity to amend two of its orders affecting 
utilities. Under a new amendment to 
NPA Order M-46, which establishes 
priorities assistance in the purchase of 
natural gas and oil line pipe for small 
construction and production operations, 
and for use as maintenance, repair, and 
operations material, the deadline for filing 
applications for such assistance with the 
Petroleum Administration for Defense, 
Form PAD 26 LP, has been advanced 
from three to four months prior to the 
beginning of the quarter in which de- 
livery is required. 

NPA Order M-77 has been changed 
by liberalizing the allocation of controlled 
material, which telephone companies can 
certify themselves (without special NPA 
approval) for construction. This will al- 
low for telephone company construction 
the same quantities of copper and alumi- 
num allowed for other types of commer- 
cial construction: 5 tons of carbon steel 
(not to include more than two tons of 
structural shapes, but no wide-flange 
beam sections or columns) ; 1,000 pounds 
of copper and copper base alloys; 2,000 
pounds of aluminum; and no alloy or 
stainless steel. Section 5 of M-77, which 
requires that telephone companies’ cop- 
per allotments be reduced in cases where 
aluminum is substituted, is now revoked. 
Also deleted are all prohibitions on the 
other specific uses of copper and alumi- 
num. 
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In a letter to the electric industry, dated 
July 17th, the Defense Electric Power 
Administration announced fourth-quar- 
ter steel quotas for 1952, which will be 
about the same as those previously estab- 
lished last April. While this announce- 
ment was made just prior to the end of 
the steel strike, no upward adjustment 
for the fourth quarter of 1952 or the first 
two quarters of 1953 on steel seem to be 
in prospect. 


Reports and Releases 


i e- U. S. atomic program is doing 
just fine. Such is the gist of the 


Atomic Energy Commission’s twelfth 
semiannual report. A large portion of the 
report was devoted to the subject of new 
sources of uranium ores, The report left 
little doubt that the current emphasis was 
on weapon production, but it did not go 
into detail. On this it said that, for reasons 
of security, “it is impossible here to speci- 
fy the record of accomplishment in weap- 
ons development (but) it may be stated 
that substantial progress was made.” 
The proposed major atomic produc- 
tion center is still site-hunting, according 
to the report. The expectation has been 
that it would be located somewhere in the 
Ohio valley. The fact that the plant, when 
built, will require “more electric power 
annually than the entire city of New 
York” has led some to speculate that it 
will finally fall to the “TVA region.” 
With the TVA area’s short supply, it is 
hard to see how any case can be made 
for placing the plant within that area. 
‘na 2 6 


The premiere of a color motion pic- 
ture entitled “The Fallbrook Story,” 
which depicts the fight of 14,000 water 
users in the Santa Margarita river water- 
shed against Federal water suits, was 
given early this month in Los Angeles. 
The film is dedicated to the idea “that 
ordinary citizens, aided by the free press, 
can win their rights even against en- 
trenched nonelective Federal bureau- 
crats.” The 16-millimeter, 30-minute 
documentary has been made with con- 
tributions from the people of Fallbrook 
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and technical aid donated by a Beverly 
Hills producer and other persons con- 
nected with the motion picture industry. 
State and local officials attended the 
premiere performance in the Bovard 
auditorium of the University of Southern 
California, loaned for the occasion as a 
public service. 


xk * * * 


DOCUMENT which touches on na- 

tional power planning is expected 
to be made public before the end of the 
year, It is a survey by the House Special 
Subcommittee to Study Civil Works. It 
is being prepared in six parts for the first 
session of the 83rd Congress, which 
meets next January. The reports, still in 
a formulative stage, cover Army Engi- 
neers, cost allocations at power projects, 
economic justification of power projects, 
differences in procedure among agencies, 
and the Agriculture Department’s up- 
stream dam program, to name a few. The 
emergence of the reports after approval 
by the full committee may not attract 
much attention in the opening of the new 
Congress, but the occasion would offer an 
opportunity to look further into the prob- 
lems posed by multiagency and multilevel 
determination of policy affecting power 
plant location. 


* * * * 


High fares, strikes, and “the rigidity of 
public regulation of carriers” were seen 
as the major factors in reducing local 
public transit use, according to a survey 
made by the transportation department 
of the Chamber of Commerce of the 
United States. The survey shows that 
private autos are carrying an estimated 
85 per cent of combined local and long- 
distance traffic. The chamber believes the 
drop in local public transit traffic may be 
traced in part to higher fares required 
to meet rising costs and to strikes that 
reduced travel. On the subject of the 
rigidity of regulation, the chamber com- 
mented : “Without flexibility carriers find 
it difficult to keep pace with the increase 
of private motor cars in both city and 
intercity travel.” 
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Exchange Calls 


And Gossip 


North Dakota Co-ops Promised 
Loans 


ee officials have assured representa- 
tives of North Dakota rural co- 
operatives that four North Dakota tele- 
phone co-ops will have loan applications 
approved before October Ist, and that 
four more probably will be processed and 
loans approved before Christmas. The 
eight loans will amount to $10,710,000, if 
all of them are approved. 

The assurances were given at a meet- 
ing in Fargo, North Dakota, where it was 
revealed that the Rural Electrification 
Administration is generally opposed to 
applications from rural telephone co-ops 
which include “switcher lines.” These are 
situations where the co-op has the rural 
customers and rural lines but has its calls 
switched by central exchanges owned by 
private telephone utilities. In North Da- 
kota, that means close co-operation be- 
tween the co-ops and Northwestern Bell 
Telephone Company, REA officials con- 
tend that such arrangements are uneco- 
nomic from the standpoint of paying off 
the co-op’s loan to the Federal govern- 
ment. 

_ Rural North Dakota people taking part 
in the discussion held that the important 
thing is to get the telephone set hung on 
the farmhouse wall, that sparsely settled 
North Dakota cannot be judged by the 
same standards as states where frequent 
central exchanges are feasible. But REA 
representatives countered that they are 
limited to making loans “on a sound 
basis,” and co-op lines which do not have 
their own exchanges throughout, and 
which have no share in the rich toll busi- 
ness, are not sound customers for loans. 
Senator Milton R. Young (Republican, 
North Dakota) told William C. Wise, 
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deputy REA administrator, that REA’s 
“inflexible policy isn’t realistic for this 
sparse territory.” 


owe Langer suggested that North 
Dakota co-ops go to the state public 
service commission and ask the commis- 
sion to allocate a percentage of the switch- 
er line revenue from the private utility 
to the co-op. Under this plan, if a rural 
telephone co-operative line had a dozen 
switcher connections with Northwestern 
Bell, for example, the state commission 
would be asked to take some percentage— 
10 per cent or 20 per cent—of the switch- 
er revenue from those 12 switcher points 
and give it to the co-op. It was Langer’s 
contention that such an arrangement 
would add security to the loans which 
the rural telephone co-operatives obtain 
from REA. 

Obed Wyum, Rutland, North Dakota, 
a moving spirit in the Dickey Rural Tele- 
phone Co-op, the only one in the state 
which has had a loan approved to date, 
asked: “If it costs more to have farm 
people switched by their own line than by 
one owned by others, does REA still ask 
us to build our own exchanges?” Wise 
answered that in 95 out of 100 cases 
throughout the nation, it would be cheap- 
er for the co-op in the long run to own its 
own exchange, and he indicated that no 
exceptions would be made for the 5 per 
cent. 

He said exceptions made in North 
Dakota could lead to bad precedents and 
therefore bad lending practices in the en- 
tire REA telephone program. 

Wyum, pointing to co-operation be- 
tween the telephone co-ops and North- 
western Bell, said, “We must co-operate 
with people already in the business, We 
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can’t go it alone. We must count the pri- 
vate utilities in on the benefits. North- 
western Bell has pledged its co-operation 
in the rural telephone program,” said 
Wyum, adding, “I hope we won’t make 
the mistake of disturbing that promise of 
co-operation. He sharply castigated “the 
short-minded and dumb policy” which 
would obstruct co-operation between the 
private utilities and the infant rural tele- 
phone co-operatives. 


F MES F, COLEMAN, chairman of a state- 

wide committee which took part in the 
discussion, recalled how the REA elec- 
tric power program in the state went 
ahead rapidly through co-operation with 
the private power companies, and sug- 
gested that similar co-operation with 
Northwestern Bell could be helpful to the 
rural telephone co-op program. Assuring 
his audience that co-operation with the 
private utility, not competition, was de- 
sirable, Coleman said the “purpose of our 
rural telephone co-operatives is not to 
put anybody out of business, but to get 
phone service to every farm in North 
Dakota.” 

He expressed “disappointment at 
the progress so far,” since only one 
rural telephone co-op has received an al- 
location from Washington, while applica- 
tions of six or more are still pending. 

Wise sharply disagreed with Coleman’s 
statement that private utilities had co- 
operated with the REA power program. 
“They fought us all the way,” he said, 
giving credit instead to the Reclamation 
Bureau’s public power program and to 
the two North Dakota Senators. Wise 
told the group he was highly critical of 
the “switching arrangement” involved in 
the co-op tie-in with Bell lines, whereby 
the co-ops were switching the most profit- 
able part of the business—including toll 
business—to Bell. 

He suggested that this would make 
loans to rural co-ops organized under that 
arrangement highly perilous. He indi- 
cated that was the key to REA’s with- 
holding approval of the North Dakota 
rural phone co-operative loan appli- 
cations. 
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Florida Independent Wins 


New Hearing 


| gerne agen TELEPHONE Company, 
which serves the populous Tampa 
Bay area in Florida, is going to get an- 
other hearing on its request for state per- 
mission to increase its rates. The state 
railroad and public utilities commission 
recently set aside a June 9th order deny- 
ing the rate increase, reopened the case, 
and called a public hearing for Septem- 
ber 5th in Tampa on the application. 

The company originally asked for per- 
mission to increase rates enough to give 
it a return of 8 per cent on its invest- 
ment. It said a profit of that much is 
necessary to attract investors who will 
help it finance improvements and expan- 
sions. However, the utilities commission 
found that the company was getting a re- 
turn of slightly more than 6 per cent at 
present telephone rates and ruled that 
was a reasonable profit. 

Since then, the company has agreed to 
give employees wage raises that will cost 
it $425,000 a year. Company officials say 
that will cut profits below 6 per cent, and 
it still maintains it needs a profit greater 
than 6 per cent. 


> 


Emergency Increase Denied 
A™= of General Telephone Company 


of Indiana, Inc., for an annual 
emergency rate increase of $369,000 was 
denied in a split decision of the 3-member 
Indiana Public Service Commission. PSC 
Commissioners Crawford F. Parker and 
Wendell Tennis ruled in a majority or- 
der that “no emergency exists at this 
time.” The utility, which serves 67 ex- 
changes in central and northern Indiana, 
had sought the interim increase to meet 
recent boosts in wages and taxes. 
Hugh W. Abbett, commission chair- 
man, who dissented in the order, stated 
he would have allowed a $300,000 rate 
increase, while opposition to the utility's 
rate bid was led by Assistant Public 
Counselor Lloyd C. Wampler, who con- 
tended it was entitled to no increase at 
all. 
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EXCHANGE CALLS AND GOSSIP 


The majority opinion held that the 
company is already earning a 4.33 per 
ent return on its investment and that 
wich a rate of return “is not so inade- 
quate as to impair petitioner’s service 
with a constant jeopardy to its ability to 
render reasonably adequate service.” 

Abbett’s dissent stated that the ma- 
jority opinion overlooked the fact that the 
utility is in a period of expansion. “It 
vould seem that the majority opinion 
holds that this company should bankrupt 
itself in this rehabilitation before it comes 
to the commission,” Abbett wrote. There 
has been no indication that the company 
intends to appeal the order to a court 
ince the PSC plans to reopen hearings 
for establishment of permanent new rates 
this fall. 


- 
Race Wire Curb Invalidated 


FepERAL COMMUNICATIONS CoM- 
MISSION examiner recently turned 
thumbs down on a Western Union pro- 
wsal to limit the leasing of racing wires 
10 just three classes of customers in the 
news dissemination field. The examiner, 
Fanny N. Lipvin, said the proposal would 
not accomplish its announced purpose; 
that is, to keep horse and dog racing in- 
formation out of the hands of book- 
makers. 

Further, she asserted, the projected 
limitation involves a discrimination 
bgainst segments of the public which 
might want a racing wire service for en- 
irely legal purposes, and so would be both 
unconstitutional and in violation of the 
ederal Communications Act. 

The examiner’s findings were issued by 
he FCC in the form of an initial decision, 
shich will become final automatically 
forty days, unless exceptions are 


Western Union itself initiated the pro- 
posal to restrict those eligible to lease its 
vites for racing news transmission to (1) 
press associations, (2) licensed radio and 
elevision stations, and (3) publications 
uch as newspapers eligible for second- 
lass mailing privileges. 

The company acted in the wake of 
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Senate Crime Committee findings of ex- 
tensive tie-ups between crime and organ- 
ized gambling. 

* 


Chesapeake & Potomac Loses 
Appeal 


HE West Virginia Supreme Court 
may have set a new precedent by its 
consideration of a petition appealing from 
a commission order already in effect. The 
Chesapeake & Potomac Telephone Com- 
pany had asked for an appeal on the 
ground that a $785,880 gross annual reve- 
nue increase granted by the state com- 
mission last May 16th was not enough. In 
its petition, the company claimed that it 
was entitled to a $3,500,000 increase, The 
court denied the petition, three to one, 
with Judge Frank C. Haymond noting 
that he would have granted the review. 
A commission motion which would 
have required the court to dismiss the 
appeal on the ground that the company 
already has the rates in effect was over- 
ruled. 
* 


Co-op Buys Kentucky Properties 


— CONTINENTAL TELEPHONE 
CoMPANY properties in five western 
Kentucky counties have been sold to the 
South Central Telephone Co-Operative 
Corporation of Glasgow, Kentucky. The 
co-operative plans to service the area un- 
der an REA program. Purchase price of 
the properties was $92,500, advanced by 
REA as part of a $1,800,000 loan for de- 
veloping rural telephone service in west- 
ern Kentucky. 

Properties bought by South Central in- 
clude exchanges in Horse Cave, Cave 
City, Munfordville, Hiseville, and Hardy- 
ville. The five exchanges service about 
1,200 subscribers. The co-op plans to in- 
stall automatic dial systems in four of the 
counties. One of these, Metcalf county, 
now has no telephone exchange and in- 
stallation of lines and equipment there 
will depend largely upon the co-opera- 
tive’s ability to get materials, according to 
co-op officials. 


AUG. 28, 1952 





Estimating the Potential Cost 
Of Nuclear Power Plants 


RESIDENT Walker L. Cisler of the De- 

troit Edison Company,? in a talk be- 
fore the University of Michigan Summer 
Institute on June 26th, presented some 
interesting data on “Electric Power Sys- 
tems and Nuclear Power.” Referring to 
the possible future substitution of nuclear 
heat power reactors for the portion of a 
power plant which delivers steam to the 
turbine throttle valve, he analyzed the 
present power costs at Detroit Edison’s 
huge (625,000 kilowatts) St. Clair power 
plant. He compared the cost of the por- 
tion of the power plant devoted to steam 
generation (the coal and ash-handling 
equipment, boilers, flue dust collectors, 
smokestacks, etc.) with the portion of the 
plant devoted to converting steam into 
electrical energy (the turbine generator, 
condenser, pumps, etc.) as shown in the 
table on page 301. 

Thus the part of the station which 
might be eliminated, if a nuclear reactor 
was used as a source of heat, would be 
only about half of the total steam plant 
and about 17 per cent of the total com- 
pany investment. The use of atomic en- 
ergy would affect only a small part of 
present electric utility operations and 


1 Detroit Edison and Dow Chemical Company 
are one of several “teams” studying the feasi- 
bility of utilizing the heat from nuclear fission, 
in collaboration with the Atomic Energy Com- 
mission. 
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Financial News 
and Comment 


By OWEN ELY 


investments, including plant write-offs, 
etc. 


EXT, Mr. Cisler undertook to deter- 
mine the amount of investment that 
might be justified to make a nuclear reac- 
tor, so that the carrying costs of this 
investment would not exceed the operat- 
ing and capital costs of a conventional 
fuel-burning source, together with the 
cost of the fuel itself. Again using the 
big St. Clair plant as a yardstick, he 
worked out the calculation shown in the 
table on page 302. The table indicates 
that some $227 per kilowatt capability 
could be invested in the nuclear plant 
(if this were substituted for the present 
thermal plant with an investment of $77) 
in order to deliver power at the same 
cost; and any smaller investment would 
presumably represent an over-all saving 
in cost. In other words, about three times 
as much could be spent as at present on 
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this portion of a power plant, and the 
greater capital cost would be offset by 
various operating savings in which the 
cost of fuel would be the largest item. 
While Mr. Cisler apparently made no 
provision for the cost of operating and 
maintaining the nuclear plant, presuma- 
bly this would be relatively small per 
1,000,000 stu; and he also apparently 
assumed that there would be no danger 
of a breakdown in the nuclear plant and 
hence no need for maintaining stand-by 
capacity as is necessary with hydro 
plants, and in lesser degree with steam 
plants. But since nuclear units would 
probably be comparatively large com- 
pared with present thermal units, a break- 
down might conceivably have serious 
operating results. Would it be necessary 
to maintain the old steam plants (or at 
least the more efficient ones) for stand- 
by purposes? Presumably in any event, 
the existing plants would not be scrapped 
as the utilities would be anxious to retain 
them in the rate base if possible. How- 
ever, in this event the added maintenance 
costs (depreciation, interest, taxes, and 
insurance) would have to be taken into 
account. If this were the case, this would 
eliminate over one-third of the “justified 
investment” in the reactor plant. 


R. CIsLER handles this question as 

follows : “Will the use of this new 
source of energy first be considered for 
older existing plants or for new plants 
to be constructed in the future? In my 
opinion it will be considered for the new 
plants first, except perhaps for experi- 
mental installations. In the new plants, 
no investment for heat generating facili- 
ties will have been made. The problem 
therefore will be that of justifying either 
the conventional fuel-burning equipment 
or the nuclear heat power reactor. This 


2 


Total Cost (Millions) 

Cost Per KW Capability 

% of Total Plant 

% of Total Company Investment .... 
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would involve a direct comparison of 
costs just as has been shown in connec- 
tion with the St. Clair plant. 

“For the existing plants, where the 
investment for the heat-producing facili- 
ties has already been made, this direct 
comparison would not be possible. A 
justification for a reactor to be substi- 
tuted for an existing boiler plant would 
have to include the unamortized portion 
of the existing investment as well as the 
full cost of the reactor.” He concludes 
that it is most unlikely that any develop- 
ment in the use of atomic fuel will affect 
the existing plants, which seem likely 
to serve out their useful economic life 
before they are superseded by another 
energy source. 

The table based on the St. Clair plant 
also assumes that the uranium used to 
produce heat will have only negligible 
cost per 1,000,000 aru. But of course 
this assumption might not work out. The 
higher the cost of purified uranium, the 
lower the “justified” investment in an 
atomic reactor. When that cost reaches 
$56 per pound, Mr. Cisler found, the 
justified investment in a nuclear reactor 
installation would be only $77 per kilo- 
watt, the same as for a conventional fuel- 
burning plant. If the cost of uranium 
were $83 per pound, no investment at all 
in a nuclear reactor would be justified. 
A sliding-scale chart was presented to 
show the interrelation between the cost 
of uranium and the justified plant invest- 
ment per kilowatt. 


I 


T is possible that the cost of uranium 
would be partly or wholly offset by 
the sale of atomic by-products such as 
plutonium, radioactive isotopes, etc. Such 
sales would reduce the net cost of ura- 
nium. Until data on uranium costs and 
the value of by-products is available, 
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therefore, it seems difficult to draw any 
exact conclusions. 

Mr. Cisler pointed out that some Euro- 
pean countries such as Holland, Belgium, 
and France which do not have large fuel 
resources such as we possess, would have 
greater use for nuclear power than we, 
and that the development of the atomic 
reactor “may give us one of the best 
means of combatting the spread of com- 
munistic influence over the other parts 


of the world.” 
- closing, Mr. Cisler said that private 
capital has a very important rdle to 
play in this great development “probably 
the greatest responsibility that private 
capital has ever faced in its history. I 
want to emphasize again that private 
capital faces a challenge and an oppor- 
tunity that is unprecedented. We must 
look many years ahead. Atomic energy 
is a great discovery, probably the most 
far-reaching discovery mankind has ever 
made. The electric power systems of this 
country and of other countries should be 
intensely interested in its development. 
There is no evidence that there can be 


early results, but certainly the inves. 
ment, the research, and the developmen: 
necessary to produce results are wel 
justified.” 

» 


Section 30 Investigation to Speei 
Utility Merger Program? 


EC Chairman Donald C. Cook re 

cently delivered an address as a pa 
of the Public Utility Executive Progra 
held by the School of Business Admin. 
istration of the University of Michigan, 
He discussed the little-used § 30 of the 
Public Utility Holding Company Act o 
1935, which provides that the SEC 
should investigate public utility systems 
in order to recommend the “type and 
size of geographically and economically 
integrated . . . systems which . . . can 
best promote and harmonize the interest 
of the public, the investors, and the con- 
sumer.” 

Chairman Cook indicated that in the 
past the commission’s division of public 
utilities has been interested mainly in 
the holding company program—eliminat- 
ing useless holding companies, divesting 





Annual Operating Cost 
St. Clair Thermal 
Electric Power Plant 
625,000 Kw Capability 
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CALCULATION OF JUSTIFIED INVESTMENT IN A NUCLEAR 
HEAT-POWER REACTOR AND APPURTENANCES 


Justified Investment in 
Reactor—No Labor, 
Maintenance, or Fuel 

Cost 
(Steam Plant Annual 
Operating Costs Cap- 
italized at 10%) 


$ 1,800,000 


% 


5% 


88,550,000 


$141,713,000 
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nonintegrated subsidiaries, simplifying 
corporate structures, etc. Of 211 holding 
companies which were subject to the act 
in 1938, only 58 remained as of June 30, 
1952, and many of these remaining com- 
panies are in the final stages of compli- 
ance with the act. 

Section 30 is very broad in scope, he 
pointed out, and includes all operating 
electric and gas utility companies—not 
merely the subsidiaries of registered hold- 
ing companies. A new group of experts 
will be set up in the utility division to 
work exclusively on § 30 reports and 
recommendations. “Such a group would 
undoubtedly commence by identifying 
the major economic areas or regions in 
the United States and then proceed with 
more detailed studies area by area.” From 
these studies, it might be concluded that 
certain operating companies “are at a 


disadvantage because of factors which 
could be corrected, such as by wider in- 
terchange of power; the purchase, sale, 
or exchange of properties; increased in- 


vestment in generating facilities; the 
greater development of hydroelectric 
facilities ; or other factors.” 


ee the SEC will not have manda- 
tory power to enforce § 30 recom- 
mendations, nevertheless “if the recom- 
mendations are based on facts, add up to 
good sense, have the support of other 
regulatory bodies, and are in the public 
interest, it should be possible around the 
conference table to persuade the systems 
affected to co-operate, 

The electric utility industry already 
has been moving in the direction en- 
visaged by § 30, though perhaps too 
slowly to suit the commission. During 
the past decade, we estimate that nearly 
100 electric operating companies were 
merged with, or sold their assets to, other 
utilities, and perhaps 35-40 gas compa- 
nies lost their identity in the same man- 
ner. There were probably other operating 
companies, control of which passed from 
one holding company to another, and 
perhaps a few cases where holding com- 
panies acquired properties formerly 
owned by the public. 

An example of a holding company 
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which is rounding out its operations is 
American Gas & Electric Company, 
which has acquired Citizens Heat, Light 
& Power Company, Central Ohio Light 
& Power Company, Holston River Pow- 
er Company, and Indiana Service Cor- 
poration. These properties fitted into the 
integrated holding company system, 
while “outlying” properties such as 
Scranton Electric Company and Atlantic 
City Electric Company were disposed of. 

It is perhaps unfortunate that the SEC 
could not have considered the implica- 
tions of § 30 while it was administering 
§ 11. It is possible that some of the sub- 
sidiaries of dissolved holding companies 
could profitably have been merged at any 
earlier date. A possible instance might 
have been a merger of Iowa Power & 
Light Company and Iowa-Illinois Gas & 
Electric Company, which were already 
members of a system power pool. Two 
other former United Light subsidiaries, 
Eastern Kansas Utilities, Inc., and Kan- 
sas City Power & Light Company, were 
merged in 1951. 


HERE are several channels in which 
the proposed SEC investigation 
could be pursued. Chairman Cook has 
mentioned a study by regional areas, 
which might mean the nine FPC regions 
used for reporting weekly power output, 
etc., but some of these areas are very 
large. Another possible method would 
be to survey the setup in each state. Since 
the statistics for all operating utilities in 
the annual FPC statistical volumes are 
arranged in the order of states, it would 
be a simple matter to prepare such a 
tabulation. Reference already has been 
made to the state of Iowa, in which there 
are the following electric utilities: 
1950 Electric 
Rev. (Mill.) 


Central States Electric -. 
Interstate Power Co. .......... 
Iowa Electric Co. 

Iowa Elec. Light & Power Co. .. 
Iowa-Illinois Gas & Elec. Co. .. 
Iowa Power & Light Co. ...... 
Iowa Public Service Co. 

Iowa Southern Utilities Co. .... 
Northwestern Light & Power Co. 


8 Being merged with Iowa Electric Light & 
Power. 


AUG. 28, 1952 





PUBLIC UTILITIES FORTNIGHTLY 


YIELDS ON UTILITY SECURITIES 
COMPARED WITH GOVERNMENT BOND YIELDS 





1929 19948 1949 1950 1951 1952 1953 


® DATA FROM STANDARD & POOR'S 
+ CATA FROM MOODT'S SERVICE 











OLR NRE ne NNT! 


AUG. 28, 1952 304 








FINANCIAL NEWS AND COMMENT 


There would seem to be good oppor- 
tunities in this state, at least, to merge 
certain utilities or to set up a statewide 
holding company. In attempting to merge 
companies which operate in different 
states, there is always the difficulty that 
some states do not permit foreign own- 
ership of properties within their borders. 
However, in such cases the SEC would 
probably not object to a holding company 
arrangement as long as the companies 
formed an integrated system. 


NOTHER method of aproach to the 
A merger program would be to study 
the companies below a certain size limit, 
such as $10,000,000 annual revenues. 
Merger of such companies with larger 
utilities could eliminate managerial and 
sales overhead, obtain the benefit of 
cheaper power from larger generating 
units, etc. Of course, many of these com- 
panies may already have contractual ar- 
rangements to buy power from neigh- 
boring companies, and in view of the 
almost complete interconnection of pri- 
vate utilities (see map on page 51, July 
3rd FoRTNIGHTLY ), this fact may elimi- 
nate one of the principal advantages of 
merging. Nevertheless, this angle would 
seem worth investigating. 

There are some 39 independently op- 
erated electric utilities with revenues of 
about $2-$10,000,000 and with stock in 
the hands of the public, and doubtless 
a number of smaller local companies 
which are privately owned. The total 
revenues of all these companies would 
aggregate less than 5 per cent of the total 
revenues of all electric utilities, it is esti- 
mated, Nevertheless, their investigation 
might be in order if it does not involve 
excessive expenditure of time and money 
by the SEC staff. 

The statistics of each small utility 
could be compared with those of larger 
companies in the state or area, with re- 
spect to (1) average residential rates, 
(2) average production cost per kilowatt 
hour, (3) administrative and general 
costs per revenue dollar, (4) accounting, 
collecting, and sales promotion expenses 
per revenue dollar, etc. Such ratios could 
be worked out arithmetically without too 
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many man-hours of labor from the FPC 
annual “Statistics of Electric Utilities.” 
The tabulations might reveal inefficient 
spots in the operations of the smaller 
utilities, though care must be taken to 
weigh the figures in the light of: local 
conditions and problems. Questionnaires 
could be sent to utility officials to check 
on special local factors affecting the 
figures. 


HE announcement by Chairman 

Cook that the SEC now favors a 
more active program of economic inte- 
gration of electric utility properties may 
in itself stimulate or expedite investiga- 
tions by private utilities of all sizes into 
the possibilities of changes in their areas. 
It might, for example, help to reopen 
the question of merging Long Island 
Lighting with Consolidated Edison—a 
proposal made about two years ago which 
proved difficult to consummate at that 
time. 

> 


Gas Companies Meet Serious 
Delays on Rate Increases 


A anticipated, the natural gas compa- 

nies are encountering serious delays 
in obtaining retail rate increases to match 
the higher cost of natural gas imposed 
on them by wholesalers or producers. 
Columbia Gas, leader of the industry 
which uses nearly half its revenues to 
purchase gas from other producers, re- 
cently issued a humorous booklet en- 
titled “Why the Lag?” It was illustrated 
with pictures of the hare and the tortoise 
—the hare representing Columbia Gas, 
trying to speed up the tortoise (pre- 
sumably the regulatory commissions) by 
every possible method. 

The company pointed out that con- 
struction costs in the five years ended 
1951 were $68,000,000 more than if the 
program had been consummated at 1946 
prices. Operating costs in 1951 had also 
jumped over $18,000,000 due to price 
increases over 1946. Until this year, in- 
creased volume and greater operating 
efficiencies had absorbed most of these 
higher costs. However, with a round of 
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increases in the wholesale price of natural 
gas, which by the end of 1952 may add 
over $16,000,000 to the annual bill, to- 
gether with a $3,000,000 increase in pay- 
roll costs, the company realized over a 
year ago that it would be necessary for 
its subsidiaries to initiate a series of rate 
increases. 

As of July 1, 1952, out of some $17,- 
408,000 rate increases requested of state 
and Federal commissions, only $2,581,- 
000 had been received, or about one- 
quarter of the increase in 1952 costs al- 
ready in effect. In addition, some 
$5,618,000 proposed rate increases were 
being collected under bond, although the 
commissions had not acted on these cases. 
Chairman Crocker and President Young 
stated : 


In frequent conferences with the 
regulatory commissions having juris- 


for prompt action on our applications 
in order to minimize the losses result- 
ing from lag. Otherwise there will be 
a period of great uncertainty as to our 
earnings. If there is, we may be unable 
to sell additional securities, except at 
an exorbitant and unfair cost to our 
present shareholders, in order to raise 
money for further extension of our 
facilities. We believe earnings 
should be sufficient (a) to support a 
stable dividend policy, and (b) to give 
a margin of retained earnings to allow 
for a conservative appreciation in the 
value of our common stock. And last, 
earnings should be sufficient to provide 
some “cushion” for lags such as we 
are now experiencing, 

Columbia Gas has not published its 


second-quarter figures yet; the first- 
quarter share earnings were 49 cents 


—_ 
—Sa avin. 


versus 65 cents a year ago, a decline of 
about 25 per cent. 


diction over system companies, we 
have pointed out the absolute necessity 
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FINANCIAL DATA ON ELECTRIC UTILITY STOCKS 


——Share Earnings* 

Freq. Price- 
% In- Of Re- Earns. 
crease  ports** Ratio 


th) h&) — 


1951 8/5/52 Cur- 
Rev. Price Div. rent Cur. 
(Miill.) About Rate Yield Period 


American Gas & Elec. ... 59  $3.00# 4.8% $4.55je 1% my 13.0 
Arizona Public Service .. 15 80 5.3 1.03je 36 ay 
Arkansas Mo. Power ... 1.00 1.34je 5 ay 
Atlantic City Elec. ..... 2 1.35 1.67je 10 my 
Bangor Hydro Elec. .... 2 1.60 2.21je 4 ay 
Beverly G. & E. 52 3.70 4.13d 31 a 
Black Hills P. & L. ..... 1.28 1.70a D5 ay 
Boston Edison 2.80 3.39je 13 ay 
California Elec. Pr. .60 83je 54 qy 
Calif. Oregon Pr. ...... 1.60 1.84je b 
Carolina P. & L. ....... 3 2.00 
4 1} 70 
Central Ill. E. ; : 1.30 
Central Ill. Light ; 2.20 
Central Ill. P. S. 4 1.20 
Cent. Louisiana Elec. .... 3 2.00 
Central Maine Power ... 15 1.20 
Comtrat @ SB. Wa ...c.05. 1.00 
Central Vermont P. S... 1: 80 
Cincinnati G. & E. ...... 2.00# 5. 
Citizens Utilities 36F# 
Cleveland Elec. Illum. .. 2.60 
Colorado Cent. Power .. 1.00 
Columbus & S. O. E. .. 2 1.40 
Commonwealth Edison .. 1.80 
Community Pub. Ser. ... .90 
Concord Electric 3 2.40 
Connecticut L. & P. .... 15 88 
Connecticut Power 
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80m qe 
3.82m ay 
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——Share Earnings* . 
1951 8/5/52 Cur- Freq. Price- 
Rev. (Continued) Price Div. rent Cur. % In- Of Re- Earns. 
(Mill.) About Rate Yield Period crease ports** Ratio 


Consol. Edison d 2.00 2.23je 
Consol. Gas of Balt. ..... 1.40 1.66je D2 
Consumers Power 36 2.00 2.68je 

2.00 2.63m 
Delaware P. & L. ; 1.20 1.63je 
BE Sh OE Bs nescence d 1.45d 
Detroit Edison 1.63je 
Duke Power 6.36m 
El Paso Electric 1.82my 
Empire Dist. Elec. ..... 2.29je 
Fitchburg G. & E. ...... 3.12d 
Florida Power ae eek 1.70je 
Florida P. & L 2.54je 
General Pub. Util. 1.88a 
Green Mt. Power 1.83je 
Gulf States Util. 1.64je 
Hartford E. L. 2.72je 
Haverhill Electric 2.59d 
Houston L. & P. 1.53je 
Idaho Power 3.10je 
Illinois Power 2.74je 
Indianapolis P. & L. .... 
Interstate om 4 
Iowa Elec. L 
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Iowa Power & Light pare 
Iowa Pub. Service 

Iowa Southern Util. 
Kansas City P. & L. .... 
Kansas Gas & Elec. 
Kansas Pr. & Lt. 
Kentucky Utilities 

Lake Superior D. P 
Lawrence G. & E. 

Long Island Lighting ... 
Louisville G E. 
Lowell Elec. Lt. 

Lynn G. & E 


IN) et et et et et 


Maine Public Service . 
Michigan G. & E. 
Middle South _ 
Minnesota P. & L 

Missouri Edison 
Missouri P. S 

Missouri Utilities 
Montana P 

Mountain States Pr. 
New England Elec. ..... 
New England G. & E. 
New Orleans P. S. ...... 
Newport Elec. 

N. Y. State E. & G. 
Niagara Mohawk 

North American 
Northern Ind. P. S. 
Northern States Pr. 
Northwestern P. S. 

Ohio Edison 

Oklahoma G. & E. 

Otter Tail Power 
Pacific G. & E. 
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——Share Earnings* 
8/5/52 r- req. Price- 
(Continued ) Price iv’, Cur. % In- Of Re- Earns. 
. Period crease ports** Ratio 


2.42je my 
qc 

qy 

c 

ay 

qy 

qe 


Penn Power & Light .... 
Penn Water & Power .. 
eae 
Portland Gen. Elec. ..... 
Potomac Elec. Power ... 
Pub. Serv. of Colo. ..... 
Pub. Serv. E. & G. ..... 
Pub. Serv. of Ind. ...... 
Public Serv. of N. H. .. 
Public Serv. of N. M. .. 
Puget Sound P. & L. .... 
Rochester G. & E. ...... 
Rockland L. & P. ....... 
San Diego G. & E. ...... 
Scranton Elec. 

Sierra Pacific Pr. ...... 
So. Calif. Edison 

So. Carolina E. & G. .... 
Southern Colo. Pr. ...... 
St rere 
So. Indiana G. & E. .... 
Southwestern E. S. ..... 
Southwestern P. S. ..... 
eS SS eee 
cc ere 
Texas Utilities 

Toledo Edison 

Tucson G. E. L. & ea 
United Illum. ........... 
Upper Peninsula Pr. .... 
Utah Power & Light .... 
Virginia E. & P. 

Wash. Water Pr. ....... 
West Penn Elec. ........ 
West Penn Pr. ......... 
Western Lt. & Tel. ..... 
Western Mass. Cos. .... 
Wisconsin E. P. 
Wisconsin P. & L. ...... 
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Canadian Companiest+ 
134 C_ Brazilian Trac. L. & P. .. 
15 C Gatineau Power 
8 C Quebec Power 
37 C Shawinigan Water & Pr. . 
16 C Winnipeg Elec. ......... 


$2.47d 5% ac 
1.30d qe 
1.17d qe 
1.84d qc 
2.26d ; a 
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SI 
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a—April, 1952. d—December, 1951. f—February, 1952. m—March, 1952. my—May, 1952. 
je—June, 1952. B—Boston Exchange. C—Curb exchange. O—Over-counter or out-of-town ex- 
change. S—New York Stock Exchange. D—Decrease. E—Estimated. NC—No comparable figures 
available. PF—Pro forma. WD—When delivered. *If additional common shares have been recent- 
ly offered, earnings are adjusted to give effect to the offering. Percentage change is in the balance 
available for common stock. ##While these stocks are listed on the Curb, Canadian prices are used. 
(Curb prices are affected by exchange rates, etc.) #Stock dividend also paid in 1951. **The 
following symbols are used in this column to indicate the periods and frequency of earnings 
reports : a—Calendar year only. b—Twelve months only (reported monthly). bq—Twelve months 
only (reported quarterly). c—Cumulative months and twelve months. m—Month only. mc— 
Latest month and cumulative months. mcy—Latest month, cumulative months, and twelve months. 
mqy—Latest month, three months, and twelve months. my—Latest month and latest twelve 
months. q—Latest quarter only. qc—Quarters cumulatively. qy—Latest quarter plus last twelve 
months. x—The dividend pay-out ratio would be 74 per cent on the basis of budgeted earnings 
of $1.90 for the calendar year 1952. 
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What Others Think 


Electric Companies Find Rails Closest 
To Nationalization 


MERICA’S electric light and power 
A companies, long fearful of the 
lengthening shadow of government own- 
ership, have acknowledged that the na- 
tion’s railroads are in even greater peril 
of ultimate nationalization. 

Speaking for the Edison Electric In- 
stitute, Bayard L. England, its president, 
declared: “The railroads are so strait 
jacketed by outmoded regulations that 
they cannot compete effectively in the 
highly competitive field of transporta- 
tion.” 

At the same time he made public a spe- 
cial Electric Companies Public Informa- 
tion Program report on the railroads, “be- 
cause the threat of nationalization to both 
the power and railroad industries should 
be of the utmost concern to everyone in 
the country.” 

Similar reports on coal, steel, and in- 
surance were not made public. 

“The railroad industry,” explained Mr. 
England, who is also president of the At- 
lantic City (New Jersey) Electric Com- 
pany, “is finding it increasingly difficult 
to attract capital investment, without 
which it cannot continue as a venture in 
private enterprise.” 

“While the plight of the investor- 
owned electric companies is a serious 
one,” he went on, “that of the investor- 
owned railroads is even more critical.” 

The electric companies’ report, said 
Mr. England, has been placed in the 
hands of leading power and light com- 
pany executives “to alert them toa danger 
that could gather momentum and spread 
to every industry in the country.” 

“For the railroads especially,” Mr. 
England quoted from the report, “is this 
an imminent threat—for there is a serious 
question as to how long they can keep 
their heads above water financially.” 
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HE report, which the president of 
the Edison Electric Institute called 
“one of the most significant to reach 
power company executives,” calls atten- 
tion to the heavy tax burden shouldered 
by the railroads and the electric utilities. 
“These tax payments,” it continues, 
“go in large part to help pay deficits in- 
curred by the government in its social- 
ized operation of competing utilities fi- 
nanced from the public purse. 

“Thus, today, both of these industries 
face a serious problem through govern- 
ment-subsidized competitors.” 

Where the electric utilities must com- 
pete with federally and municipally owned 
electricity suppliers, reads the report, the 
railroads face competitors subsidized by 
ail levels of government. 

“The railroads,” explained Mr. Eng- 
land, “are the only form of transporta- 
tion, except the pipelines, which pay their 
own way without government-provided 
facilities and cash subsidies.” 

But beyond all this, the report warns, 
it is excessive government regulation that 
is jeopardizing the railroads’ future. 

“Because of too strict rate regulation,” 
it goes on, “the railroads in 1951 earned 
only 3.7 per cent on their investment. 

“Their average rate of return for the 
postwar period, a time when the country 
has been enjoying a period of prosperity, 
has only been 3.5 per cent, 

“The average rate for manufacturing as 
a whole in the United States for 1951 
was nearly 15 per cent.” 

According to the report, the restric- 
tions placed on the railroads seriously 
threaten their improvement and expan- 
sion programs. 


Se document cites the findings of a 
policy administration board of the 
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Transportation Association of America, 
which blames the Federal transportation 
policy for impoverishing the railroads 
and bringing them to the threshold of na- 
tionalization. 

It also quotes from a report of the 
Brookings Institution’s study of the na- 
tional policy—“From 1920 to date the 


Interstate Commerce Commission has in 
effect served as the board of directors for 
the nation’s railroads with respect to gen- 
eral pricing policies. In performing this 
function the commission consistently re- 
served the right to substitute its business 
judgment for that of railroad manage- 
ment.” 





Materials Policy Commission Report 


TRONG support for the long-term view 
that coal consumption in the United 
States will be greater than ever in the 
years ahead is contained in the recent re- 
port of the President’s Materials Policy 
Commission. An analysis of this report 
by the Bituminous Coal Institute points 
out that the commission, in its study of 
the country’s raw materials and our pro- 
duction requirements in the years ahead, 
comes to the conclusion that coal con- 
sumption in the U. S. in the course of the 
next twenty-five years will reach a level 
of more than 800,000,000 tons annually, 
as contrasted with the present 500,000,- 
000-ton level. The commission projects 
an even higher figure than the 800,000,- 
000 tons annually if coal is required to 
take over more of the energy load now 
being carried by petroleum and natural 
gas. 

The Bituminous Coal Institute calls 
attention to that portion of the report 
which emphasizes that coal is not only a 
major source of fuel but, as carbon, is a 
raw material for a wide variety of indus- 
tries, and that “sooner or later several 
major industries will have to sink their 
taproots deeply into our coal reserves, as 
did the railroads earlier.” 

Continuing, the report to the President 
stated : 


Steel has long been rooted to coal 
and will need increasing amounts. The 
electric power industry too has been a 
major customer but now shows signs 
of becoming a far larger one and a ma- 
jor collaborator toward putting coal 
more abundantly into use in a variety 
of ways. Likewise, the fast-growing 
chemicals industry, long tied indirectly 
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to coal through the route of coke and 
the steel industry, holds promise of be- 
coming a much greater user along with 
the oil industry, which when need and 
technology are ripe, can turn to coal 
conversion to secure an important por- 
tion of the nation’s liquid fuel supply. 
Nor is it inconceivable that the natural 
gas industry may some day turn heav- 
ily to coal as a source of product to fill 
its pipelines. 

Such electroprocess industries as 
aluminum have the opportunity, by 
turning to coal and lignite, to break 
loose from their long dependence on 
closeness to cheap hydroelectric power 
sources for low-cost energy. 

These large coal-using industries, 
present and potential, have the finan- 
cial and technical abilities and certainly 
the long-range economic incentive to 
provide major leadership, along with 
government and the coal industry, to- 
ward deriving greater benefits for 
themselves, the nation, and other free 
nations as well, from our rich coal re- 
sources. 


(y= significant statements contained 

in the report of the commission and 
quoted by the Bituminous Coal Institute 
in its analysis relate to the nation’s re- 
serves of gas and oil. These reserves, in 
so far as presently known, are “no match” 
for demands of the next twenty-five years, 
the commission explains, adding: 


No one can know how much more 
petroleum will be discovered in the 
United States during the next two dec- 
ades, or how much it will be feasible— 
geologically and economically—to pro- 


310 





WHAT OTHERS THINK 




















“YOU KNOW ED, SOMETHING ble THAT THE WATER MAIN IS OVER 
= a 


duce by 1975. But no matter how large States has become an important net 
the nation’s petroleum resources ulti- importer. 

mately prove to be, one fact is now 

clear: eventually the resources will Admonishing that “liquid fuels already 
dwindle and become progressively in- present a serious security problem to 
adequate. One warning signal has al- the whole free world, and this problem is 
ready appeared: .. . demand for crude _ likely to increase,” the report maintains 
petroleum has begun to outstrip do- that loss of any source of supply—par- 
mestic production, and the United _ ticularly in the Middle East—in the event 
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of war would throw “almost the full bur- 
den” of liquid fuel needs upon Western 
Hemisphere resources. It continues: 


Limitations on our domestic petro- 
leum resources will exert upward 
pressures on real costs from now on. 
Experts generally agree that the real 
costs of crude oil discovery and devel- 
opment may rise considerably. The 
Independent Petroleum Association 
of America recently stated: “There is 
an immutable, long-term trend toward 
higher crude oil replacement costs, . . 
this trend may be temporarily arrested 
or even reversed but can never be 
permanently arrested or reversed.” 


At some point it will be advisable to 
supplement oil supplies with liquid fuels 
derived from oil shale, coal, and lignite, 
the commission explains, declaring that 
“even if shale and coal are not yet com- 
petitive sources of liquid fuel, they are 
not far away.” 


“the same uncertainties that 


B* AUSE 

cloud the long-run future of petro- 
leum supply from domestic sources in the 
United States also affect estimates of 


future supplies of natural gas,” the com- 
mission recommends steps be taken to 
encourage maximum discovery and eco- 
nomic recovery of natural gas. The fol- 
lowing reference to increased reliance 
upon coal is included in the “key ques- 
tions” offered by the commission : 


How can the nation minimize in- 
ferior uses of gas for which more 
abundant energy resources, notably 
coal, would serve as well—and, in the 
long run, at lower real cost to the na- 
tion—in order to maximize special 
advantage uses in which gas serves its 
highest economic function in the long 
run? 


between “special advantage” and “in- 
ferior” use as “purely an economic one: 
special advantage uses are those for which 
consumers are willing and able to pay a 
higher price for natural gas than for other 
fuels, on a contained energy basis, be- 
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cause of its superior convenience or per. 
formance in the particular use.”) 

In certain gas-producing areas of th 
country there is an economic reason for 
using gas for industrial purposes, the re. 
port continues, but “use of gas in distan: 
markets where alternate fuels are ayaj. 
able represents an inferior use from ; 
long-range point of view.” It also points 
out that declining supplies of gas ma 
contribute to “severe economic disloc. 
tion” in the gas-producing areas wher 
industries and whole communities have 
grown to depend heavily on that fuel. 


a on the next twenty-five years or 
the commission observes, 
“such substitutions as will be required of 
other fuels for natural gas need not cause 
serious problems. Some industrial users, 
such as electrical generating stations, 
who have been getting natural gas at bar- 
gain prices, largely in off-peak seasons, 
will probably have to shift to full-time 
use of coal or fuel oil, a process that has 
already begun on the East coast. There 
will be some modest increase of their 
costs on this account but no serious fur- 
ther problems can be expected. 

“At some point beyond 1975, however, 
more serious problems are likely to arise 
when natural gas supplies will eventually 
have shrunk to the point that the general 
uses in gas-producing areas and special 
uses in all areas are forced to shift to 
substitute fuels. Costly dislocations may 
result in the economy of the Southwest, 
heavy capital costs of conversion will be 
forced upon near-by and distant cus 
tomers, and the extensive transportation, 
distribution, and utilization systems may 
be rendered useless. 

“The impact could be reduced if it be 
comes economic to manufacture gas for 
at least some of these gas customers, pre- 
sumably from coal, which could then be 


, distributed through portions of existing 
(The report explains the distinction | 


transmission and_ distribution _ lines, 
though large segments of such lines would 
probably no longer be used.” 
Appraising the fuel requirements of the 
remainder of the free world, the repor! 
notes that since World War II Wester 
Europe and Japan, “both vital to the se 
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“I HOPE HE’S IN A GOOD HUMOR” 


curity of the United States,” have been 
short of coal and dependent upon imports. 
The commission declares that assured 
coal supplies from this country “will be 
important, perhaps essential,” to the fu- 
ture industrial development of those 


areas, The commission expects Canada’s 
total energy requirements to triple during 
the next twenty-five years, with 50,000,- 
000 tons of U. S. coal—more than twice 
the present figure—then needed annually 
in the Dominion. 





New Contributions to Utility Accounting Literature 


——- accounting system, and 
policing of the resulting accounts, 
has long been recognized as one of the 
most important aids in securing effective 
utility regulation. The Federal Power 
Commission has placed primary, if not 
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exclusive, emphasis on its accounting 
setup as almost the sole foundation of 
its regulatory efforts in the rate-fixing 
field. 

For this reason, if for no other, an 
analytical but fairly critical review of the 
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FPC accounting systems and the effec- 
tiveness of the same has long been over- 
due. If the nonaccountant reader, who 
realizes the importance of all this to 
regulation as a whole, is seeking a fairly 
nontechnical but authoritative study, the 
latest volume in the University of Michi- 
gan series of “Business Studies” should 
be a contribution of lasting value. Sidney 
Davidson of the Johns Hopkins School 
of Business Administration has made 
this the subject of his doctoral thesis 
from which the Ann Arbor publication 
has developed. 

The best thing about Davidson’s 
approach to the complications of the 
FPC accounting as an adjunct of regula- 
tion is his refusal to be awed by the 
“cult of cost” under which the FPC 
regulations have assumed a dogmatic 
orthodoxy with pretentions of economic 
infallibility. Of course, the impact of in- 
flation has already worn away a good 
bit of this pontifical shine. But Davidson 
makes a thorough, thoughtful job of 
exposition of some inner contradictions 
of the FPC regulations. 

At the same time he gives much credit 
for the prodigious job the FPC regula- 
tions have accomplished in clearing away 
much of the underbrush of surplus and 
fictitious entries which were so charac- 
teristic of many utility companies in the 
wake of the holding company excesses of 
the early thirties. 


—, criticism, much like liter- 
ary criticism or artistic criticism, 
is valuable to the extent that it supplies 
clear and workable standards of judg- 
ment. Davidson supplies this in his pains- 
taking analysis of the controversial FPC 
Account 100.5, to which he devotes three 
chapters, The FPC rules, in their avowed 
dedication to the cost principle, are 
shown in a rather inconsistent light when 
these rules are applied as_ practical 
regulatory tools. 

And they should be applied as regula- 
tory tools, in Davidson’s view. He states 
in his introduction that accounting is 
essentially a “utilitarian art.” He adds: 
“Systems of accounts have little meaning 
in and of themselves, they take on sig- 
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nificance only as they are useful jn 
guiding the broader forces of economic 
authority.” The regulatory accounting 
system that cannot supply answers for 
practical rate making tends to evolve into 
sterile and useless abstract bookkeeping, 
if not something far more oppressive. 
Getting down to cases as to those fea- 
tures of the FPC which Davidson would 
change, we have the following roundup 
in his concluding summary chapter: 


. . . The recommended changes in 
the Uniform System are: 

1. Include stock issue costs in the 
“original cost” of intangible plant. 

2. Exclude interest during con- 
struction from the items making up the 
“original cost” of plant. 

3. Permit the cost of all elements 
of presently useful plant previously 
charged to expense to be included in 
the total of “original cost.” 


Three further changes suggested in the 
commission’s administration of the “Uni- 
form System” are: 


1. Value purchases from associated 
companies on the same basis as any 
other purchase; 7.e., in terms of the 
current economic significance of the 
services acquired. 

2. Accept reasonable general alloca- 
tion methods for assigning overhead. 
Stated more generally, the desired 
change is the recognition of all types 
of costs as being on an equal plane. 

3. Exclude preoperating losses from 
the original cost of plant. 


A =— of the work is necessary to 

understand the reasons for the 
author’s dissatisfaction on each point of 
disputed prevailing practice. 

On the other hand, Davidson pays 
tribute to the FPC system for its accom- 
plishment in the area of disposition of 
original cost of plant. He gives it credit 
for general establishment of the accrual 
method of depreciation—with its recog- 
nition of the true nature of plant expira- 
tion and provision for sound accounting 
for the utilization of plant services. He 
salutes the FPC’s insistence on both 
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functional and physical causes of depre- 
ciation and a consistent relationship be- 
tween the annual charge and the accumu- 
lated “reserve.” 

Davidson’s most persuasive criticism 
is directed to the eat-the-cake-and-have- 
it-too attitude of the FPC regulations 
with respect to prices paid by the 
accounting utility in excess of original 
cost for property when first devoted to 
public service. His suggested changes in 
this regard are: 


1. Provide a case-by-case study of 
pre-Uniform System purchases in 
order to work out an equitable disposi- 
tion of Account 100.5 balances in each 
case. 

2. Permit Account 100.5 balances 
in post-Uniform System purchases to 
be charged to operations in the amount 
of anticipated operating economies. 

3. Charge unrecorded retirements 
to Earned Surplus instead of Reserve 
for Depreciation. 

4. Permit plant overstatements re- 
sulting from overvaluation of securi- 
ties issued to be charged only to con- 
tributed capital accounts. 


T is precisely because the FPC rules 

have accomplished so much against 
a background of so little that Davidson 
feels the need of disinterested criticism is 
all the more imperative. Here are his 
own words on this point : 


After a long history of indecisive 
action by most state commissions that 
were impotent and ill-informed (there 
are some exceptions—notably the New 
York and Wisconsin commissions), 
the vigor of the Federal Power Com- 
mission’s program is more conspicu- 
ous than it would otherwise be. How- 
ever, correction of past abuses is not 
secured by excesses in the other direc- 
tion, and more moderate action by the 
commission is now required. Decisions 
with regard to disposition of Account 
100.5 balances, reaccounting, and 
transactions with associated companies 
are examples of this unduly harsh 
attitude. What is needed in each of 
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these situations is a decision based on 
a study of the facts of each case rather 
than one which conforms to a handy, 
previously determined rule. By this 
more temperate attitude, the commis- 
sion would do much to remove the 
objections to its accounting policies. 


Any discussion of utility accounting 
literature these days must invariably 
bring up mention of the most exhaustive 
and useful all-around book on the sub- 
ject in recent years. Although it has now 
been released for a whole year, it is 
gratifying to learn that Public Utility 
Accounting, by J. Rhoads Foster and 
Bernard S. Rodey, Jr., is rapidly winning 
the esteem it deserves as the leading 
contemporary work in its field. 

No formal review was made in this 
magazine of the Foster-Rodey work at 
the time of its 1951 release because 
several of its chapters had appeared as 
separate articles in PusLic UTILITIES 
FortTNIGHTLy,! only a short time previ- 
ous to the release of the volume as a 
whole by Prentice-Hall. 

Now it can be told, however, that 
Public Utility Accounting is becoming 
standard equipment for every wide- 
awake utility company and regulatory 
commission accounting office. As David- 
son noted in his specialized criticism of 
FPC rules, Foster and Rodey recognize 
that controversy in the field of utility 
accounting has arisen mainly from the 
failure to understand the economic and 
legal consequences of rigid procedures. 


N addition to such mature criticism, 

the Foster-Rodey volume analyzes, 
chapter by chapter, the background and 
techniques of modern utility accounting 
practices to an extent never attempted 
in previous works. It naturally takes a 
substantial book (nearly 700 pages) to 
cover such an ambitious range as regula- 
tory history, a description of various uni- 


form systems, a practical explanation of 


1“The Role of Accounting in Public Utility 
Regulation.” Parts I, II, and III, October 26, 
November 9, and November 23, 1950, issues, 
respectively; also “Thoughts on Depreciation 
Accounting,” February 15, 1951, issue. 
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books and records, cash and cash trans- 
actions, balance sheets, accounts, capital 
and liabilities, utility plant, work order 
systems, indirect costs, continuing prop- 
erty records, original costs, depreciation 
and amortization, materials and supplies, 
labor, taxes, and other operating ex- 
penses, customer accounting, corporate 
statements and reports, budget and audit- 
ing control, and a miscellany of other 
headings, each with myriad details and 
complications. 

There are numerous charts, tables, and 
several fold-in exhibits which betray 
painstaking original research as well as 
ingenious organization. 

All told, it would appear from a study 
of these two volumes that specialized 


utility accounting, long neglected as an 


obscure if not esoteric art, is gaining a 


most scholarly literature of its own. Cer- 
tainly, both the Davidson and Foster- 
Rodey volumes furnish an admirable up- 
to-date foundation for such a literature. 
Both books are exceptionally well docu- 
mented. The Foster-Rodey book has an 
index. 
—F. X. W. 


THE PLant ACCOUNTING REGULATIONS oF 
THE FEDERAL Power Commission. By Sid- 
ney Davidson. University of Michigan Press, 
Ann Arbor, Michigan. Price, $2. 163 pages. 


Pusiic Utiitry AccountinGc. By J. Rhoads 
Foster and Bernard S. Rodey, Jr. Prentice- 
Hall, Inc., New York, New York. Price, 
$10. 690 pages. 





Notes on Recent Publications 


More AND More AND More is an illustrated 
booklet (24 pages) distributed by the Na- 
tional Association of Electric Companies, 
Washington, D. C. 

One of the difficulties facing the power in- 
dustry in telling its side of the struggle with 
the growing rival Federal activity, has been 
to find an attractive approach which will 
invite, and get, the attention of the average 
citizen. Use of ideological arguments, while 
certainly sound on their merits, will inevit- 
ably fall on barren ground as long as the 
average citizen does not understand them— 
at least in the way intended. 

“Socialism” to the simple farmer may mean 
only an invading dictatorship seizing control 
of his acres, or Seoudiinn him as a kulak. But 
he may easily fail to associate benefits re- 
ceived from centralized Federal government, 
as being socialistic—such as crop price sup- 
ports and other farm aid, including elec- 
tricity and telephone service. To the city 
dweller, subsidized medical service would 
doubtless have a similar appeal. Thus does 
one man’s Socialism become another man’s 
gravy train. The result of such arguments 
can only be confusion, cross-purpose, and 
recrimination—a setup made to order for 
wholesale socialistic progress. 

The compilers of the new little booklet 
“More and More and More” have obviously 
tried to avoid this semantic booby trap. It 
deals in indisputable facts. What’s more it 
deals in the kind of facts any reader wants 
to know about—for his own region or state— 
for his own service and comfort. In the 
process, the impressive record of private in- 
dustry’s doing towers above a lot of ex- 
traneous preaching. 


Here is a clear appraisal—using terms 
which will be readily understood by the aver- 
age user of electricity—of the giant strides 
the electric industry is making to bring more 
service to HIM. While simple comparisons 
are made with parallel Federal effort, such 
red pepper words as “Socialism” and “en- 
croachment” are not mentioned once. The 
expansion program is expressed in capacity 


from 1945 through 1954. 


THE FarMEeR TAKES A Hann: The Electric 
Power Revolution in Rural America. Fol- 
lowing up his earlier enthusiasm for the co- 
operative movement (Sweden—the Middle 
Way, 1936), Marquis Childs, noted colum- 
nist, has written an account of rural elec- 
trification before and after the REA. 

There is nothing new in this for those at 
all acquainted with the situation. The REA 
co-op is the whole answer as Mr. Childs 
sees it. Now that the distribution job is about 
finished, he wants the co-ops to go ahead 
with generation, transmission, and other ex- 
pansion. There is much sentimental prose 
about how wonderful it is to have electricity 
on a farm. The Farmer Takes a Hand. By 
Marquis Childs. Doubleday & Company, Inc. 
Garden City, New York. Price, $3.50. 256 


pages. 


Unions Anp TELEPHONES. A history of the 
background, birth, and growth of CIO Com- 
munications Workers of America. To be 
reviewed in the next issue. Unions and 
Telephones. By Jack Barbash. Harper & 
Brothers. New York, New York. Price, 
$2.50. 246 pages. 
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The March of 
Events 


In General 


FPC Orders Rate Reduction 


= Federal Power Commission has 
ordered Colorado Interstate Gas 
Company, of Colorado Springs, to re- 
duce its gas service rates by $3,111,187 
annually, The FPC also directed the 
company to file new rate schedules by 
September 10th. 

Customer companies which will bene- 
fit from the lower rates, and the amounts 
by which each one’s annual bill will be 
reduced, are: Public Service Company 
of Colorado, $1,964,000 ; Colorado-Wyo- 
ming Gas Company, $482,065; city of 
Colorado Springs, $270,522 ; Pueblo Gas 
& Fuel Company, $238,950; Citizens 
Utility Company, $88,952; city of Trini- 
dad, $14,690; Pikes Peak Natural Gas 
Company, $7,370; Florence Natural Gas 
Company, $5,262. 

The commission’s decision results from 
an investigation of Colorado Interstate 
started in 1948. The commission said the 


company had maintained in hearings that 
it should get a return of 6} per cent. But 
the FPC decided that Colorado’s rates 
were “unjust and excessive,” and that an 
“adequate rate of return” would be 5 per 
cent. The reductions ordered will bring 
the company’s return to about 5} per 
cent, the commission said. 


Seeks FPC Authority 


ORTHERN NaTuRAL Gas COMPANY 
has asked the Federal Power Com- 
mission for authority to supply natural 
gas to the $25,000,000 plant which Al- 
lied Chemical & Dye Corporation pro- 
poses to build near La Platte, Nebraska. 
Construction of the plant is expected 
to take one and a half to two years and 
will begin, according to the recent appli- 
cation, as soon as Northern Natural gets 
permission to serve it. Northern Natural 
estimates annual revenues from sales to 
the new plant will be $1,162,200. 


California 


Review Turned Down 


HE state supreme court recently re- 
fused to review action of the state 
public utilities commission in turning 
down a request of the Southern Counties 
Gas Company for a $3,390,000 annual 
gas rate increase. The company had pro- 
tested the commission decision and asked 
the court to review it and set it aside. 
The commission ruled on January 22nd 
that Southern Counties was making a 5.8 
per cent return on its investment and 
that this is enough. The company called 
the decision “discriminatory and con- 
fiscatory.” 
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Utility Assessments Set 
ra state board of equalization has 


set assessments on utility company 
property in superior California at levels 
ranging from an increase of 1 per cent 
in Tehama county to nearly 25 per cent 
in Del Norte county. 

The value for taxation purposes deter- 
mined by the board on all utility property 
in California is more than $1,960,000,- 
000, an increase of about 7.5 per cent over 
last year’s assessment value. The increase 
is due largely to new construction. 

The board sets the assessed value of 
the companies under state law, The value 
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used is about 50 per cent of the actual 
market value. The utilities pay county 
taxes based on the figures set by the 
board, and the revenue to the 58 counties 
is expected to total $110,000,000 this 
year. 


Municipal Gas Rate Boost 
Ordered 


HE Long Beach city council recent- 
ly ordered increases in municipal 
gas rates which will mean a boost of 
about 69 cents a month for the average 


residential consumer based on use of 6,- 
000 cubic feet. 

For a generation Long Beach residents 
have enjoyed exceptionally low rates and 
the municipal gas department has oper- 
ated at a profit. The increases voted will 
bring the rates up nearly to the level of 
private companies in the southland, it 
was said. 

An unbalanced city budget and need 
of more general funds were advanced by 
the council as reasons for the increases, 
It is estimated the boosts will bring in 
an additional $958,000 in the fiscal year. 


Indiana 


Must Hold Hearings 


NDERSON city officials learned recent- 

ly that it is just as difficult to get 

authority for a decrease in electric power 
rates as it is to get an increase. 

The state public service commission 
notified the officials that hearings must 
be held before it can act on their petition 
for an estimated 15 per cent decrease in 
rates of Anderson’s municipally operated 
electric utility. 

Walter F. Jones, Jr., public counselor, 
insisted on the hearings on grounds that 
the petition called for an “arbitrary” de- 
crease in rates which, he said, actually 
would mean an increase for some classes 
of subscribers, The proposed rates would 


be the same as those charged in 1949. 

“Tt may be that the rates can be reduced 
much more than the city proposes,” Jones 
said. Law requires the commission to con- 
duct hearings before it can establish “just 
and reasonable” rates, whether they are 
adjusted upward or downward, he said. 

The unusual rate reduction proposal 
came as an aftermath of a change of An- 
derson city administrations. The former 
Democratic administration received a 
rate increase in connection with a $6,- 
500,000 bond issue for the construction 
of a new power plant. But the Republican 
administration, which took office last 
January, revoked the bond action and 
proposed the rate reduction. 


Missouri 


Commission Chairman Named 


yp W. Burton of Fayette, general 
counsel of the state public service 
commission, was appointed recently by 
Governor Forrest Smith as a member 
and chairman of the commission for an 
unexpired term ending April 15, 1953. 


a appointment was effective August 
th, 

Burton succeeded Chairman Morris E. 
Osburn of Shelbyville, who had resigned 
from the commission to enter the private 
practice of law in Jefferson City. Both 
Burton and Osburn are Democrats. 


® 
Nebraska 


Cities Ask Equality in Buying 
Sux Nebraska towns, including the 

city of Lincoln, which have contracts 
AUG. 28, 1952 


with the Nebraska Public Power System, 
sent representatives to a meeting at 
Holdrege recently. Six of these—Lin- 
coln, Holdrege, Cozad, Bertrand, 
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Loomis, and Smithfield—have contracts 
xpiring during August. Although North 
Platte has fifteen years to go on its con- 
tract, its representatives have indicated 
they will work alongside the others to 
gin what they term a “nondiscrimina- 
tory” policy from the NPPS. 

At the meeting the group unanimous- 
ly adopted a resolution with two major 
items: (1) The representatives will urge 
their city councils to make a demand to 
the NPPS that it “forthwith establish a 
nondiscriminatory rate to all its custom- 
es which among other things eliminates 
any allowances for subtransmission 


New 


Power Users Push Rate Fight 


PROVISIONAL committee to oppose 

the recent increase in the commer- 
cial rates of the Consolidated Edison 
Company of New York was formed on 
August 11th at a meeting in the offices of 
the Real Estate Board of New York, 
New York city. 

A score of representatives of business 
and industrial organizations whose rates 
have been increased in various consump- 
tion brackets attended and decided to ask 


lines.” (2) City attorneys will meet on 
September 3rd at Holdrege with R. R. 
Perry of Lincoln, legal adviser of the 
League of Nebraska Municipalities, to 
decide “what appropriate steps are to be 
taken” if the NPPS does not do some- 
thing about the “nondiscriminatory” re- 
quest. 

Sitting in on the Holdrege session 
were representatives from Beatrice, which 
has four years to go on its NPPS con- 
tract. However, Beatrice officials have in- 
dicated that if the “munies” don’t get “a 
better deal” they plan to build a power 
plant of their own. 


> 
York 


trade groups within the city to join with 
them in opposition to the rate increases. 

The new rates for large commercial 
users of electricity, approved by the state 
public service commission, went into ef- 
fect early this month. They provided in- 
creases up to 33.2 per cent for direct 
users and up to 40 per cent for submeter 
customers who resell the electricity to 
tenants. It has been estimated that the 
increases will cost the commercial users 
$5,000 a year. 


* 
North Carolina 


Doubts Right of Appeal 


TaTE Attorney General Harry Mc- 

Mullan last month declined to push 
his fight against the Duke Power Com- 
pany’s $2,000,000 rate increase. He said 
he doubted whether the state’s attorney 
general has the right to appeal from the 
utilities commission to the state’s courts. 
He also doubted whether he could win 
the fight if he did, it was reported. 

Utilities Commissioner Joshua James, 
the sole member of the commission who 
had agreed with McMullan, was disap- 
pointed. 

“I am frankly very much disap- 
pointed,” James said in a statement, “that 
the attorney general has decided not to 
carry the Duke Case to the courts. In my 
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opinion there were important disputed 
questions of both law and facts which 
in the public interest the courts should 
have had an opportunity to pass on, re- 
gardless of the final result. 

“T also think,” James contended, “that 
the statute is amply clear to the effect that 
the attorney general has a right and a 
duty to participate in hearings and appeal 
to the courts in cases of this nature, but 
if in fact he does not have such statutory 
right and duty, then it should be definitely 
known, No better time than now could be 
found to determine this question.” 

The commission issued its contested 
and debated order last April Ist, the new 
rates becoming effective April 15th. 

Duke, pleading falling revenues, had 
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asked the commission for permission to 
raise the electric bills of its North Caro- 
line customers an estimated $2,041,000 a 
year. At the same time, it asked South 
Carolina for an increase of $1,000,000. 
South Carolina allowed the increase in 
full. North Carolina granted $1,909,000. 


McMullan, as lawyer for the state and 
its people, urged the commission to re- 
consider. In a petition filed early in June, 
he called the April order “erroneous, un- 
lawful, unjust, unreasonable, and unwar. 
ranted,” and he claimed it was contrary 
to the weight of evidence in the record, 


a 
Ohio 


Rate Increase Authorized 


¥ g- state utilities commission recently 
authorized the Columbus & Southern 
Ohio Electric Company to increase its 
rate charges to industrial and large com- 
mercial users in 23 central and southern 
Ohio counties. 

The increase, a commission spokesman 
said, will raise the affected rates about 
20.12 per cent and bring in additional 
gross revenues of $1,700,000 annually to 
the company. 

A company official estimated the net 
increase at about $796,000 annually. 


Agrees to Cut Rate Increase 
Request 


HE Ohio Bell Telephone Company 

—at the insistence of 17 protesting 
cities—early this month agreed to cut its 
$23,000,000 rate increase request to $16,- 
750,000. The state utilities commission 
is expected to approve the compromise 
figure. 

Columbus City Attorney Richard Gor- 
don estimated the new rate figure would 
add about 44 cents a month to bills of 
Columbus residential subscribers and 
about $1.32 to business phones. He said 
the $23,000,000 increase would have 
added 66 cents and $1.89 to Columbus 
bills. Ohio Bell estimated the $16,750,000 
increase would mean only about $7,700,- 
000 additional net revenue annually. 


The cities, which called Ohio Bell's 
$23,000,000 figure “unjust and unreason- 
able,” promised to withdraw their op- 
position if the company cut the figure. 
The protesting cities are Cleveland, Ak- 
ron, Canton, Youngstown, Girard, Tole- 
do, Columbus, Dayton, Lancaster, Mans- 
field, McDonald, Franklin Van Wert, 
Grandview Heights, Gahanna, West Je/- 
ferson, and Lorain. 


Asks Criminal Proceedings 


HE state utilities commission recent- 

ly enlisted the attorney general’s aid 
in its drive to force phone companies to 
improve their rural service. 

The commission asked the attorney 
general to bring criminal proceedings 
against the Bucyrus Telephone Company 
for failure to comply with a commission 
order of August 24, 1951, to install six 
new toll switchboard positions by last 
January Ist. The order last year came 
after numerous complaints from Bucyrus 
customers. 

A letter from the commission to At- 
torney General C. William O’Neill rec- 
ommended the Bucyrus Company be fined 
$100 a day from August 6th until the or- 
der is obeyed. State law provides a maxi- 
mum of $1,000 for each day of violation. 

The commission has said it is “tired” 
of so many complaints from rural phone 
subscribers about poor service, including 
numerous delays in long-distance calls. 


Oregon 


To Vote on Transit Commission 


ORTLAND’S city council early this 
month voted to place a charter amend- 
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ment on the November ballot which 
would create a parking and transit com- 
mission. 

If adopted, it could put the city in the 
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arking and mass transportation busi- 
ness. Under the proposed act, the com- 
mission would have power to acquire and 
operate or lease parking facilities and to 
operate a mass transportation system if 
the council acquires one. 

In the event no transportation facili- 
ties are purchased, the commission would 
have regulatory powers over the private- 
ly owned traction company, which now 
are exercised by the council. Portland is 


> 


now served by the Portland Traction 
Company, a wholly owned subsidiary of 
the Portland Transit Company, San 
Francisco. 

The act provides that the acquisition 
of parking or transportation facilities 
would be by means of revenue bonds, and 
not out of general tax funds. Also pro- 
vided is a tax levy up to one-tenth of one 
mill to provide funds for administration 
of the commission, 


Pennsylvania 


Ordered to Standardize Big 
Consumers’ Rates 


HE state public utility commission 
a cae ordered the Pennsylvania 
Power & Light Company to establish 
standard system-wide rates for 2,439 
large volume commercial and industrial 
consumers whose power costs will be 
boosted $3,000,000 annually, effective 
August 12th. 

While finding the utility entitled to the 
added revenue, the commission sustained 
objections of 130 protesting plants which 
termed the utility’s rates “unjustly dis- 
criminatory.” The commission, therefore, 
directed PP&L to eliminate a group of 
below-standard charges and substitute 
uniform rates for all heavy quantity users 
throughout its entire system. No residen- 
tial rates are involved. 


Rhode 


Court Returns Rate Case 


HE state supreme court on August 

8th ruled that Thomas A. Kennelly, 
public utilities administrator, failed to 
consider the rights of the United Transit 
Company when he denied an increase of 
5 cents in the basic zone fare and other 
allowances the company requested. 

In ruling on an appeal of the company, 
the court sent the rate increase case back 
to Kennelly to “fully consider the issues 
and evidence . . .” and specifically ordered 
him to allow the company to shorten first- 
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The rate equalization means that elec- 
tric energy costs of most big consumers 
will go up an average of about 5 per cent, 
rather than the 9 per cent requested by 
the utility. 

The commission’s action ended a nine 
months’ suspension of the proposed in- 
creases while it made an investigation 
into the reasonableness of the increase. 
With the added revenue, PP&L will have 
an over-all income of $18,053,000 a year, 
or approximately 5.82 per cent return on 
a property value of $310,000,000. 


Utility Tax Proposed 


A™ per cent tax on Philadelphia 
public utility bills was among a va- 
riety of revenue-raising measures pro- 
posed to the city council recently by 
the chairman of its finance committee. 


Island 


fare zones on three lines and eliminate 
overlapping zones in 25 areas. 

The company had petitioned for the 
fare increase and other changes which it 
estimated would raise its annual revenue 
by $1,800,000 and enable it to get out of 
the red. Kennelly’s decision, given last 
March, allowed the company only to dis- 
continue passes, increasing revenue by 
$185,000—or approximately 10 per cent 
of what the company said it needed. The 
court’s recent decision held that Kennelly 
arrived at his ruling by ignoring the evi- 
dence presented by the company. 
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Texas 


Commission Sets Example 


oe the last ten years, the state 
railroad commission has _ turned 
back to the general fund some $7,935,- 
041.96. Ernest O. Thompson, senior 
member of the commission, cited the sav- 
ings through economical handling of com- 
mission affairs. 

The commission gets its operating 
revenue from various assessments on the 
industries it regulates, the biggest source 
being the three-sixteenths of a cent per 


barrel tax assessed against the oil-pro- 
ducing industry to support the Texas 
conservation program. 

The commission, according to General 
Thompson, turned back to the state fund 
nearly $8,000,000 out of the total revenue 
of $17,720,014.95 that it received during 
the last ten years. 

Although it regulates some of the big- 
gest industries in Texas—oil and gas, gas 
utilities, motor transportation, and rail- 
roads—the commission has only 274 em- 
ployees, of which 14 work part time. 


* 
Utah 


New Rate Schedule Approved 


NEW rate schedule designed to boost 
Utah Power & Light Company 
earnings within Utah by $824,000 a year 
—$372,000 of it from residential users— 
was approved recently by the state public 
service commission, effective August 
11th. It is an over-all average of 4.4 per 
cent, with residential classification com- 
ing in for an average 4.7 per cent hike. 
Consumers in Salt Lake City, Ogden, 
and Sandy will pay 2 per cent more than 
that, but the money will go to their re- 
spective municipal governments as gross 
receipts taxes on franchises. South Salt 


Lakers will pay a similar 1 per cent tax. 

The commission has ordered the mu- 
nicipal taxes to be billed separately, like 
the 2 per cent state sales tax. Previously 
the municipal taxes, which totaled about 
$178,400 last year, were included in the 
general rate structure and shared by all 
consumers in the state. 

The new schedule conforms to the com- 
mission’s order late last month, which 
found the utility entitled to another $383,- 
000 in annual net profits to bring it up to 
earnings standards. In an extended rate 
hearing, the company had asked a $1, 
443,000 rate hike. 


¥ 
Washington 


PUD Seeks Power Dam Site 


uBLic Utitity District No. 2 of 

Grant county this month asked the 
Power Commission for a preliminary 
permit for a proposed $250,000,000 hydo- 
electric project at Priest Rapids on the 
Columbia river. The district said it pro- 
posed a plant ultimately to produce 
2,250,000 horsepower of electricity. 

The district, which has headquarters at 
Ephrata, asked a 24-month permit. Such 
permits, if granted, are solely for the pur- 
pose of granting an applicant priority for 
a site while making investigations neces- 
sary to apply for an FPC license. 
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The application said the power plant 
would have an initial installation of 23 
generators to develop 1,725,000 horse- 
power with ultimate installation of 30 
generators to develop the 2,250,000. 

The FPC quoted the district as saying 
the power developed at the proposed 
project would be used to a large extent 
“to supply the growing requirements of 
the agricultural and industrial develop- 
ment in the Columbia basin irrigation 
project now being constructed by the 
United States Bureau of Reclamation.” 
Surplus power would be delivered into 
the Northwest power pool for sale to elec- 
tric utilities. 
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Progress of Regulation 


Authorization for Natural Gas Pipeline Conditioned on 


Retention of 


je Federal Power Commission au- 
thorized Northern Natural Gas 
Company to construct and operate addi- 
tional facilities for which an adequate gas 
supply was shown. The commission, 
however, imposed a condition that the 
company should not sell or otherwise 
alienate its gas reserves. 

The commission had made the required 
finding that these reserves were required 
to justify a certificate ; and such a finding, 
it was said, leads inevitably to the con- 
clusion that all the reserves which the 
company controls must be firmly com- 
mitted to the performance of the proposed 
service. 

The company had reported to its 
stockholders that it might alienate its 
own gas reserves if dissatisfied with the 
rate-making policies of the commission or 
if sufficient cash credits are not allowed 
for gas produced from its own acreage. 
The commission said : 


This case is unique. For in ne prior 
proceeding has an applicant for a cer- 
tificate sought to make the required 
showing as to gas supply and, at the 
same time, announced its intention to 
divest itself of some of the gas reserves 
involved if it determines that course to 
be satisfactory to it. Thus—unlike the 
usual case, in which the commitment 
of reserves is implicit in the fact that 
the applicant seeks and obtains a cer- 
tificate on the basis of its unqualified 
representations that the reserves are 
and will continue to be available—we 
have a situation where a certificate may 
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Gas Reserves 


properly issue under the act only if 
the applicant is expressly required to 
make such a commitment as a condi- 
tion. 


Northern contended that it could not be 
required to commit its currently con- 
trolled gas reserves to the performance of 
the proposed system service, and it re- 
lied on the decision of the Supreme Court 
in Federal Power Commission v. Pan- 
handle Eastern Pipe Line Co. (1949) 
337 US 498, 81 PUR NS 161, which 
established the rule that under § 1(b) 
of the Natural Gas Act (excluding pro- 
duction or gathering facilities) the com- 
mission could not regulate a transfer of 
natural gas leases. 

The commission distinguished that de- 
cision, stating that the point of law there 
decided on the facts there involved might 
not properly be viewed as a barrier to 
the exercise of authority expressly con- 
ferred upon the commission by § 7(e) 
of the act to attach reasonable terms and 
conditions which the commission deter- 
mines to be required by public conven- 
ience and necessity. 

The commission also held that pipelines 
and compressor facilities involved were so 
integrated into the system as to be subject 
to regulation and not exempted as gath- 
ering facilities. The company had fol- 
lowed a “rule-of-thumb” method of classi- 
fying transmission facilities, but the 
commission ruled that facilities to in- 
crease delivery capacity or to replace 
existing lines are not exempted. 

Moreover, the commission ruled that 
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the “impairment” clause of subsection 
(a) is not applicable to a certificate pro- 
ceeding under subsections 7(c) and (e) 
of the act ; that § 7(a) does not limit the 
authority conferred upon the commission 
by such other sections; and that the 
commission has authority under § 7(e) 


e 


to attach proper conditions to the iggy. 
ance of a certificate requiring a natur,) 
gas company to provide service othe 
than that proposed by it in the certificate 
application. Re Northern Nat. Gas C) 
Opinion No. 230, Docket No. G-161§ 
June 24, 1952. 


Seasonal Rates Should Compensate Utility for Year-round 
Readiness to Serve 


HE Colorado commission, in au- 

thorizing a combination water and 
electric utility to increase rates, pointed 
out that a utility’s rate should compensate 
it for readiness to serve on a year-round 
basis and should not permit seasonal 
customers to pay no more for service as 
part-time users than full year-round cus- 
tomers. The new rates for electricity pro- 
vided for a minimum charge for use for 
a period of four months or less of $10 
with about $1.80 added to this minimum 
for each additional consecutive month of 
use. 

The increased water rates would re- 
sult in a smaller over-all percentage in- 
crease to the year-round user and pro- 
vide for an equitable payment for sea- 


e 


sonal and flat-rate vacant-lot usage to 
eliminate discrimination. 

The company was directed to account 
for the amount in the acquisition adjust- 
ment account, which represents the actual 
value of property over and above its pur- 
chase price, by a credit to capital surplus 
and a debit to Account 100.5, Acquisi- 
tion Adjustment, in the same amount. 

The rates which the commission ap- 
proved would provide the company with 
a return of 5.62 per cent on the net origi- 
nal cost rate base of its electric property 
and 5.68 per cent on its investment in 
water facilities. Re Mountain Utilities 
Corp. Investigation and Suspension 
Docket Nos, 328, 329, Decision No. 
38,773, June 3, 1952. 


Transitional Loss Added to Rate Base 


HE Alberta Board of Public Utility 

Commissioners approved a gas com- 
pany’s application for a rate revision. In 
an earlier proceeding the board had ar- 
rived at a rate base and the earnings 
which the company would require to meet 
costs of operation, including depreciation, 
income tax, and a 7} per cent rate of 
return. 

In considering the lag which occurs 
between the time a utility makes appli- 
cation for a rate revision and the effective 
date of the new rates, the board made 
the following ruling: 


If an increase is warranted and if 
put into effect only at the time of deci- 
sion, then the utility suffers a loss due 
to the lag between the two dates. To 
avoid loss, the board has decided that 
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any deficiency of earning (transitional 
loss) should be computed and added to 
the rate base to be written off over a 
period of years. 


The board described its rdle in the 
present proceeding in these words: 


Merely because a utility is regulated 
does not mean that the board has pow- 
er—if a homely phrase may be pert- 
mitted—to run the utility into the 
ground, .. . The board takes the view 
that once it has performed its function 
of establishing a rate base and deter- 
mining required revenue the resultant 
required rate schedules should be the 
function of management and when 
determined should only be interfered 
with by regulatory bodies if it is clearly 
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demonstrated that these schedules are 
unfair, unjust, or unduly discrimina- 
tory, as between the different classes 
of utility customers. 


The board, in allocating costs of opera- 
ion among the “different customers of 
jiferent sizes and different load charac- 
teristics” used three classifications—cus- 
mer costs, commodity costs, and de- 
mand costs. The definition of each term 
follows : 


Customer costs are those costs which 
can be directly assigned to each cus- 
tomer, such as the installation of 
meters, service lines, and service equip- 
ment, meter reading and billing, and 
fixed charges on minimum-sized dis- 
tribution mains. These costs vary only 
with the number of customers and are 


e 


not related to the quantity of gas sold. 

Commodity costs are related to the 
quantity of gas sold and are not related 
to the number of customers. 

Demand costs are related to and are 
imposed upon the company in terms 
of plant and equipment required to 
meet the maximum demand of its 
customers. 


Plant and equipment required to meet 
maximum demand was divided equally 
between demand and commodity. Trans- 
mission lines and well-drilling equipment 
were charged to demand. 

The expenses which the company in- 
curred in the rate proceeding, the board 
said, should be added to the rate base and 
written off over a 5-year period. Re 
Northwestern Utilities Ltd. PU 2742, 
March 29, 1952. 


Limitation on Scope of Review of Rate Orders Discussed 


i i supreme judicial court of Massa- 
chusetts decided that the legislature 
may constitutionally enact legislation 
providing that the court cannot hear evi- 
dence in rate cases but that it must have 
jull authority to remand the case and re- 
quire the commission to hear and report 
all pertinent evidence. It expressed this 
opinion in answering questions sub- 
mitted to it by the House of Represent- 
atives as to the constitutionality of a pro- 
posed statute relative to appeals from 
commission orders. 

Any statute which, in cases where con- 
fscation or violation of the Constitution 
is claimed, forecloses the right of a utility 
to submit those issues “to a court for de- 
termination upon its own independent 
judgment as to both law and facts” was 
considered invalid. 

Even in such cases, however, there is 
no constitutional requirement as to the 
precise method by which the court must 
teview commission findings of fact. The 
method must, however, be fully adequate 
to enable the court to make certain that 
ithas before it all available pertinent evi- 
dence on the constitutional issue. As to 
that issue, the court must be free to act 
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upon its own independent judgment as! 
to both law and fact. 

The supreme judicial court observed 
that it would be constitutional to require 
that all evidence be first heard and passed 
upon by the commission and that the re- 
viewing court hear the case on transcript 
of that evidence, together with findings 
of the commission. 

If this method should be adopted, how- 
ever, it would be necessary to lodge in 
the reviewing court full authority to see 
to it that, by remanding to the commis- 
sion or otherwise, the commission should 
hear and report all pertinent evidence. 
This authority should also extend to new 
evidence necessary to bring proof as 
nearly as reasonably possible down to 
date of final decision. 

The court felt this second requirement 
was unavoidable if it was to have neces- 
sary power to prevent confiscation 
or other unconstitutional action. 
Otherwise, it said, in view of un- 
avoidable delays sometimes encountered 
in such cases, especially in times of rapid- 
ly changing costs, the court might be 
compelled to decide upon evidence al- 
ready outdated and no longer applicable 
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to existing situations. Re Opinion of the 
Justices, 106 NE2d 259. 

Following the advisory opinion of the 
state supreme judicial court, the pro- 
posed legislation was amended to provide 


e 


for retention by the court of authority to 
obtain new evidence by remanding a case 
to the commission. The measure, after 
amendment, however, failed to pass in 
the senate. 


Co-operative Spirit between Labor and Management 
Urged in Transit Rate Hearing 


‘to Maryland commission approved, 
with minor modifications, a transit 
company’s rate increase application filed 
immediately after the termination of a 
strike of the company’s operating, shop, 
and maintenance employees. The com- 
mission referred to the severe loss suf- 
fered by the company during the strike 
as something which could never be re- 
covered, since a regulatory body may 
only set fares for the future and may not 
add previous losses to operating expenses 
to permit recoupment. 

The seriousness with which the com- 
mission viewed the company’s situation 
is indicated in this statement: 


Something can and must be done to 
arrest the monetary loss presently be- 
ing sustained, otherwise receivership 
or bankruptcy, in the offing, would be- 
come a reality and private enterprise 
might give way to public ownership— 
something which should not be per- 
mitted except as a last resort. 


When the company in its testimony 
appeared to stress the fact that it had 
not paid a dividend in over five years, 
the commission pointed out that the com- 
pany’s policies were set by its directors 
and that if they chose to redeem large 
blocks of debenture bonds rather than to 
conserve working capital or declare a 
dividend, it was within their province to 
do so. 

The mere fact that one holds stock 
in a transit company does not per se 
entitle him to a dividend. 

The commission refused to authorize a 
charge for transfers and pointed out that 
a person who is required to transfer from 
one vehicle to another to complete his 
journey is receiving a less valuable service 
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than one who goes the whole way on one 
vehicle and, consequently, should not be 
charged more for it. 

A proposal that the basic city zone fare 
terminate at the city line was not ac- 
cepted. The commission made the follow- 
ing comment : 


Terminating the city fare at the 
boundary would result in ridiculous 
situations on some lines and the only 
possible effect would be to put people 
to the needless inconvenience of walk- 
ing various distances to and from the 
city line. 


The schedule which was approved pro- 
vided for a 17-cent cash fare, three tokens 
for 50 cents, and a 20-cent cash fare on 
limited-stop busses. These rates would 
provide the company with a return of 
5.42 per cent on its rate base. 

In an addendum to its original opinion 
the commission observed that difficulty 
between management and labor had again 
caused a breakdown in service. This time 
the controversy was over the color of the 
shirt which bus operators should wear. 
The commission, in requesting a more 
co-operative spirit, made this appeal: 


Both the union and the company 
should lay aside their own selfish in- 
terests and work in the interest of the 
public. A spirit of co-operation, which 
neither has so far shown, is the remedy 
which can produce more favorable re- 
sults in the future. The commission 
has urged and again urges both the 
company and the union to put the pub- 
lic welfare first and to maintain a full, 
courteous, and efficient operation. 


Re Baltimore Transit Co. Case No. 5220, 
Order No. 49295, July 8, 1952. 
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Discontinuance of Telephone Service for Illegal 
Use Approved 


TELEPHONE company may discon- 
tinue service for illegal use, such 
as bookmaking, held the New Jersey com- 
mission, even though no direct objection 
to the continuation of such service has 
been made by or on behalf of any gov- 
ernmental authority. 
In this instance the company was mere- 
ly informed that the customer had been 
arrested and indicted for bookmaking. 
The commission said that it would be 
difficult to conceive why this information 
was furnished to the company except to 
effect discontinuance. Furthermore, atele- 
phone company that knowingly carries 
any message of a kind that will further or 
promote the interest of any unlawful 
pursuit is guilty of a misdemeanor. The 
company’s actions in protecting itself 
were not unreasonable, because the com- 
pany would be in jeopardy of being in- 
dicted and tried for a misdemeanor once 
it knew of the use of one of its telephones 
for the purpose of taking or placing bets. 
The customer contended that the testi- 
mony of one of the company officials, who 
stated that he was informed by a detec- 


tive of the arrest, and the contents of 
certain county records were hearsay and 
not admissible. Hearsay testimony, held 
the commission, may be admitted without 
constituting error, but the decision and 
order must be based on some competent 
evidence. 

Reports of public officials who are 
presumed to be acting within the scope 
of their authority and in good faith 
are the kind of information on which re- 
sponsible persons are accustomed to rely 
in serious affairs. It is not unreasonable 
to rely on such records and testimony, 
especially where there has been an oppor- 
tunity for cross-examination. 

The customer’s contention that he was 
deprived of a property right in violation 
of the Fifth and Fourteenth Amendments 
of the Federal Constitution was held 
without merit. Those sections of the Con- 
stitution, said the commission, pertained 
to Federal and state action, while in this 
case complaint was made against an act 
of a public utility. Scance v. New Jersey 
Bell Teleph. Co. Docket No. 6199, July 
16, 1952. 


z 


Formula for Calculation of Customer Resistance to 
Transit Fare Increase Accepted 


to Connecticut commission, in ap- 
proving with minor modifications a 
local transit company’s application for a 
rate increase, accepted the estimate of the 
extent to which revenue under the new 
rates would be reduced by customer re- 
sistance. 

The formula on which the estimate 
was based allowed for a 1 per cent loss 
in passengers for every 3 per cent in- 
crease in fare and in this case resulted 
in a reduction in anticipated revenues by 
15.8 per cent. 

The commission did not consider that 
this anticipated resistance would affect 
revenues from school fares, because 
schoolchildren as a general rule do not 
have access to competitive means of 
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travel as readily as do adult passengers. 
The commission made these additional 
comments on the subject: 


As a matter of public policy, school 
fares, in the opinion of this commis- 
sion, should be retained at as low a 
level as possible, bearing in mind the 
absence of alternatives for schoolchil- 
dren and the high costs incurred by 
most families during the period when 
children are of school age. Neverthe- 
less, there must be some proportion 
between the revenues received from 
this class of passengers and the cost 
incurred from transporting them just 
as in the case of any other class of 
passengers. 


The new rates would enable the com- 
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pany to achieve an operating rate of 92.6 
per cent before Federal income taxes. Re 


7 


Bristol Traction Co. Docket No. 8658. 
June 3, 1952. 


Carrier Fined for Reducing Rates on Government Shipment 


HE Louisiana commission found a 

motor carrier of household goods 
guilty of transporting shipments at 
charges lower than its filed rates. 

The United States Department of 
Agriculture had advertised for bids for 
moving employees’ household goods. 
Many carriers, including the carrier in- 
volved in the instant proceeding, inquired 
of the commission as to whether a prefer- 
ential rate could be given the Federal 
government. Each received a negative 
reply. Notwithstanding this advice, the 
carrier submitted a bid offering a 2 per 


e 


Other Important Rulings 
ee Civil Aeronautics Board refused 


to approve the interlocking relation- 
ships resulting from common control of 
air carriers and aeronautical repair serv- 
ices, notwithstanding the fact that the 
relationship offered an immediate bene- 
fit to the carrier as well as other carriers, 
where over a long period of time the basic 
conflict of interest inherent in such a 
relationship would make it adverse to the 
public interest. Re Reeve, Docket No. 
4847, July 23, 1952. 


The Connecticut commission disal- 
lowed accounts receivable in a water 
company’s rate base because the amount 
included by the company was due, in 
part, to the exceptional period of ninety 
days offered to customers in which to pay 
bills. Re Terryvile Water Co. Docket No. 
8606, June 19, 1952. 


The United States Court of Appeals 
held that a motor carrier engaged in 
transporting motion picture film between 
exhibitors and an exchange, although 
solely within one state, was operating in 
interstate commerce and not subject to 
the jurisdiction of the state commission 
where the distributor established a sys- 


cent discount for cash, which bid the gov- 
ernment accepted. When the shipment 
was completed, the government availed 
itself of the discount and paid the carrier 
accordingly. 

The commission, in imposing a $250 
fine on the carrier, ruled that the dis- 
count was in effect a rebate forbidden by 
state statute and that no concession could 
be made the Federal government which 
could not legally be offered other ship- 
pers. Public Service Commission v, Ar- 
row Moving & Storage Co. No. 6027, 
Order No. 5981, April 30, 1952. 


tem of exchanges in various sections of 
the country and a contract between the 
distributor and exhibitor contemplated 
that the film should continue in trans- 
portation until it reached the exhibitors 
with stoppage at the exchange for proc- 
essing of film and allocation to the ex- 
hibitor and then back to the exchange. 
Wycoff Co. Inc. v. Utah Pub. Service 
Commission, 195 F2d 252. 


The Massachusetts Department of 
Public Utilities held that transit zone 
fares cannot be established to suit the 
riding habits of individuals, but should 
be so designed as to conform to the gen- 
eral benefit of all patrons. Re Lynnfield 
Community, DPU 9961, July 3, 1952. 


The supreme court of Arkansas held 
that the status of owners of trucks who 
leased them to a company, which in turn 
re-leased them to an industrial firm for 
delivery of its products, was that of con- 
tract carriage because the lease provided 
that the owners should be employed by 
the firm as drivers for the life of the lease, 
the owners should service the vehicles, 
and the failure of the owners to operate 
their own trucks effected an immediate 
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cancellation of the lease. Public Service 
Commission v. Fry (Lloyd A.) Roofing 
Co. 244 SW2d 147. 


The Arkansas Supreme Court held 
that the question of expense in the per- 
formance of a railroad’s absolute duty 
may not be considered; but where the 
duty sought to be enforced is one of addi- 
tional convenience rather than necessity, 
the question of expense and relative bene- 
fit to the public is a deciding factor and 
may not be disregarded. Chamber of 
Commerce of Hot Springs v. Chicago, 
R.1.& P. R. Co. 249 SW2d 8. 


The Civil Aeronautics Board refused 
to accept the recommendation of a board 
examiner as to the desirability of con- 
tinuing an air carrier’s service to a small 
community where the traffic record am- 
ply demonstrated that there was neither 
sufficient use of the air service to war- 
rant the cost to the government of the 
continuation, nor a reasonable expecta- 
tion in the future that the cost to the 
government would be substantially re- 
duced by increased traffic. Re Empire 
Air Lines, Docket No. 4852 et al. June 
27, 1952. 


The New Jersey commission, in deny- 
ing authority to discontinue certain pas- 
senger trains, gave little weight to the 
fact that such trains were being operated 
at a loss because their operation would 
have little effect on the over-all financial 
picture of the railroad and a parent com- 
pany met such deficits by advances which 
did not remain on the parent company’s 
books as an amount receivable. Re Penn- 
sylvania-Reading Seashore Lines, Dock- 
et No, 6210, June 25, 1952. 


The merger of two airlines was ap- 
proved by the Civil Aeronautics Board 
subject to the condition that the board 
would not recognize for mail pay pur- 
poses the entire purchase price of the as- 
sets of the carrier to be merged and sub- 
ject to the condition that the merging 
carrier show on its books full deprecia- 
tion allowed to the merged carrier for 
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aircraft and flight equipment as of the 
closing date of the agreement. Re West 
Coast A‘rlines, Docket No. 5220, June 
27, 1952. 


The Civil Aeronautics Board, in com- 
mending an air carrier for attempting to 
alter its capital structure by conversion 
of debenture bonds to equity capital, 
pointed out that when the business cycle 
enters the recession stage, a capital struc- 
ture which includes extensive reliance on 
debt, with its fixed obligations that must 
be met when due, inevitably places a car- 
rier in jeopardy of bankruptcy. Re 
Robinson Airlines Corp. Docket No. 
4947 et al. June 24, 1952. 


The Ohio Supreme Court held that a 
railroad affected by a commission order 
regulating the speed of freight trains 
over certain trackage, entered without 
hearing, should, in order to satisfy due 
process, be promptly given reasonable 
opportunity to be heard as to the reason- 
ableness of such order. New York C. R. 
Co. v. Public Utilities Commission, 105 
NE2d 410. 


A United States District Court dis- 
missed a proceeding to set aside or enjoin 
an Interstate Commerce Commission or- 
der prescribing rules by which a motor 
carrier procures or provides by lease or 
interchange the equipment used in per- 
forming transportation service, where 
the evidence failed to establish that the 
rules were neither appropriate nor plainly 
adapted to carry out congressional in- 
tent, or were unreasonable because they 
prescribed absolute uniformity with re- 
spect to carriers to which they applied, 
or that they were arbitrary because cer- 
tain carriers were exempt from the force 
of their operation. American Trucking 
Asso. Inc. et al. v. United States et al. 
101 F Supp 710. 


The Wisconsin commission held that a 
railroad may not be assessed for a bridge 
being reconstructed merely for public 
convenience unless it can be shown that 
a duty to provide the particular conven- 


AUG. 28, 1952 





PUBLIC UTILITIES FORTNIGHTLY 


ience rests on the railroad ; but where the 
commission determines that public safety 
requires the reconstruction, there must 
be an apportionment of cost between the 
railroad and the municipalities involved. 
Outagamie County v. Minneapolis, St. 
P. & S. Ste. M. R. Co. 2-R-2343, Janu- 
ary 30, 1952. 


The Pennsylvania commission held 
that income and excess profits taxes are 
proper allowable operating expenses for 
rate-making purposes. Public Utility 
Commission v. York Water Co. Com- 
plaint Docket Nos. 15361 et al. May 26, 
1952. 


The Colorado commission authorized 
intrastate railway freight rate increases 
to correspond with related interstate in- 
creases where a comparison of the eco- 
nomic situation in the United States 
compared with similar conditions in the 
state. Re Increased Railway Freight 
Rates and Charges, Application No. 
11007, Ex parte No. 175, Decision No. 
38839, June 9, 1952. 


The Wisconsin commission held that 
proposed telephone rates that would 
yield a return of 7 per cent were exces- 
sive and adjusted such rates to yield a 
return of 6 per cent. Re Lemonweir Val- 
ley Teleph. Co. 2-U-3788, June 30, 1952. 


The Louisiana commission held that it 
had power to compel a railroad to con- 
struct and maintain a suitable and con- 
venient crossing over public roads. Pub- 
lic Service Commission v. Illinois Central 
R. Co. No. 5957, Order No, 5924, Janu- 
ary 18, 1952. 


The New Jersey commission gave little 
weight to the fact that certain railway 
passenger trains operated at a loss, ina 
proceeding to discontinue such trains, 
because their operation would have little 
or no effect on the over-all financial pic- 
ture of the railroad and a parent com- 
pany met such deficits by advances which 
did not remain on the parent company’s 
books as an amount receivable. Re Penn- 
sylvania-Reading Seashore Lines, Docket 
No. 6217, June 18, 1952. 
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Re New England Telephone & 
Telegraph Company 


F. C. No. 1370 
May 19, 1952 


tape by telephone company for determination of reason- 
able earnings requirements and for the fixing of new rates; 
denied. 


Valuation, § 39 — Rate base — Current costs. 
1. The main objections to using current costs in determining a rate base 
are that current costs lack definiteness and stability, since they move up and 
down with a frequency which cannot be equaled by rate changes and that 
a current cost rate base presumes that the company’s plant will be built 
in terms of today’s dollars in the same manner as it was actually built over 
a period of many years, p. 67. 


Valuation, § 299.1 — Working capital allowance. 
2. The Commission, in considering a working capital allowance for a tele- 
phone company, will take cognizance of accruals available to the company 
pending payment of Federal income taxes and also deposits made by cus- 
tomers in advance of their receiving service, p. 68. 


Return, § 26 — Cost of capital — Debt ratio. 
3. A telephone company’s debt ratio of 38 per cent was considered reasonable 
in determining a fair rate of return under the cost-of-capital theory, p. 69. 
Return, § 111 — Telephones. 
4. A return of approximately 6.5 per cent on net investment, including 
working capital and materials and supplies, was considered fair and reason- 
able to both a telephone company and its customers, p. 69. 
Apportionment, § 7 — Separation of interstate telephone revenues and expenses. 


5. A telephone company’s business during its peak period should be deter- 
minative of the holding time applicable to long-distance interstate calls and 
not the business which the company has in other seasons, since the com- 
pany’s toll circuits, having been built to handle a service during the peak 
period, should be supported by adequate rates, p. 70. 


Apportionment, § 7 — Telephones — NARUC Charleston plan. 


6. The Maine Commission was not satisfied from the evidence presented in 
a telephone rate case that it should adopt the NARUC Charleston plan for 
separating interstate and intrastate plant, revenues, and expenses inasmuch 
as it was not predicated on plant or operation of plant such as obtains in the 
state of Maine, p. 70. 


Rate base, § 36 — Allowance in excess of average net investment. 
Discussion as to whether the Bell Telephone System in various jurisdictions 
[5] 65 94 PUR NS 
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is being allowed something in excess of average net investment for a rate 


base, p. 67. 


Apportionment, § 7 — Method of separating telephone plant, revenues, and expenses, 


Discussion of the so-called Phoenix Plan, Charleston Plan, and subscriber 
line usage method of separating telephone plant, revenues, and expenses, p, 


76. 


(Hitt, Commissioner, dissents.) 


APPEARANCES: William M. Ho- 
gan, Jr., Boston, Massachusetts, and 
James L. Reid, Augusta, for New 
England Telephone and Telegraph 
Company; Ernest L. Goodspeed, Au- 
gusta, Assistant Attorney General, for 
state of Maine; A. F. Martin, Lewis- 
ton, for protestants of the city of Lew- 
iston. 


By the Commission: On Novem- 


ber 30, 1950, New England Telephone 
and Telegraph Company filed a com- 
plaint against itself alleging that its 


present “rates are not now reasonable 
and just, taking into due consideration 
the fair value of all the company’s prop- 
erty devoted to providing intrastate 
telephone service in this state with a 
fair return thereon.” The complaint 
set forth that there had been a sub- 
stantial wage increase effective on or 
about October 1, 1950, that the Fed- 
eral income tax had been increased, 
that the revenues had not increased to 
the extent that these and other ex- 
penses could be absorbed and the com- 
pany still retain adequate earnings to 
attract new capital and provide a fair 
and reasonable return. The company 
prayed for a hearing and determination 
of reasonable earnings requirements 
to provide a fair return upon the fair 
value of property devoted to intrastate 
telephone service and the fixing of sub- 
stituted rates for those now in exist- 
ence. 
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On July 9, 1951, hearing was or- 
dered to be held at the state house, on 
July 30, 1951, and notice to be given 
to the interested parties and also pub- 
lished in the Daily Kennebec Journal, a 
newspaper published in Augusta; the 
Bangor Daily News, a newspaper pub- 
lished in Bangor; the Waterville Sen- 
tinel, a newspaper published in Water- 
ville; the Lewiston Evening Journal, 
a newspaper published in Lewiston, 
and the Portland Press Herald and 
Portland Evening Express, both news- 
papers published in Portland, all in the 
state of Maine. 

At the time and place of the hearing, 
notice was proved to have been given 
as ordered and the appearances noted 
as above. 

Hearings were held on July 30, 31, 
August 1 and 27, 28, 29, 30; Novem- 
ber 14; December 10, 11, 12, 1951, 
and January 3, 1952. The case devel- 
oped 1,553 pages of testimony and 81 
exhibits. There was also added to 
this the entire record of the previous 
case covering 2,154 pages of testimony 
and some 1,400 pages of exhibits. 

The company has evidenced to us 
in several exhibits that the average 
net investment on December 31, 1951, 
was $36,103,100 which includes work- 
ing capital of $1,655,000. The aver- 
age net investment in property would 
therefore be $34,448,100. In all its 
computations for different rates of re- 
turn (64 per cent and 74 per cent) 
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the company has used the foregoing 
hase. 

[1] The company has requested the 
Commission to increase this figure by 
some amount to reflect “current costs.” 
The majority of the Commission find, 
no valid reason to alter the opinion 
expressed in the prior case, F. C. 1316, 
September 14, 1949, 80 PUR NS 397, 
and finds no necessity for restating the 
position there set forth. A main ob- 
jection to “current costs” is the lack of 
definiteness and stability. Such prices 
are moving up and down with a fre- 
quency that a change of rates to keep 
pace would be impracticable. Current 
cost represents in terms of today’s dol- 
lars, what it would have cost to build 
the plant as it was built over a period 
of many years. If the company were 
confronted with the necessity of 
building with current dollars its plant 


in Maine, it is safe to say that many 
changes would be made, notably in our 
many “‘crank’’ phones, and the magni- 
tude of these and other changes would 
be such as to afford no valid basis of 
comparison between such a plant and 


the present plant. By using “current 
costs” of plant, the company is ap- 
parently striving to get along with a 
lower rate of return, but not less in- 
come, an attempt we do not subscribe 
to. 


In the brief filed by counsel for the 
company, attention was called to “‘re- 
cent pertinent orders and decisions” 
for various Commissions and courts 
indicating that something in excess of 
“average net investment” was being 
allowed the Bell System in other ju- 
tisdictions. These orders not being 
available to us, we wrote to each of 
them, with the following results : 

(1) The Public Service Commis- 


sion of Missouri stated they used “net 
investment in telephone plant and 
equipment at the end of the period 
under review, with an allowance for 
cash working capital and materials and 
supplies added.” 

(2) The State Corporation Com- 
mission of Kansas used average net 
investment less depreciation as of De- 
cember 31, 1952, considered 1952 rev- 
enues on year basis, also expenses. 

(3) New Mexico added to net in- 
vestment plus working capital and ma- 
terials and supplies a 5 per cent 
factor to give recognition to present 
values. 

(4) The Georgia Public Service 
Commission stated: ‘The Commis- 
sion has used average net investment 
in all rate cases before it, but, as you 
will note in the Southern Bell Case, 
there was no added amount included 
for working capital or materials and 
supplies and plant under construction 
was excluded.” 

(5) The Railroad and Public Util- 
ities Commission of Florida stated: 
“The average net investment plus an 
amount for working capital is used 
for the rate base, however, materials 
and supplies are not considered in this 
instance.” 

(6) The Railroad & Warehouse 
Commission of Minnesota used net in- 
vestment plus materials and supplies 
but no working capital. 

(7) The Wisconsin Public Service 
Commission advised “for a rate base, 
the-actual investment in the property 
less depreciation reserve and plus ma- 
terials and supplies and working cap- 
ital” was used. 

(8) The Public Service Commis- 
sion of Indiana advised us their case 
was still under appeal in the Court. 
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(9) Kentucky Public Service Com- 
mission sent us copy of its decision 
dated March 1, 1951, 88 PUR NS 1, 
4. It rejected reproduction cost new 
(see 76 PUR NS 33). It rejected 
average investment.” It 
adopted “net average investment” as 
“the most equitable measuring stick to 
determine the value of [Southern 
Bell’s] property for rate-making pur- 
poses. 

(10) The Public Service Commis- 
sion of Michigan states the return ap- 
plied to “actual average capital obli- 
gations plus premiums and surplus.” 
“Capital adjusted to exclude excessive 
Western Electric prices and to include 
a portion of the American Company’s 
investment used in rendering License 
Contract service to Michigan Com- 
pany.” 

(11) The Ohio Public Utilities 
Commission states that by statute it 
uses reproduction cost new less de- 
preciation (book depreciation if same 
has been invested in plant, and if it 
exceeds existing depreciation) to 
which has been added materials and 
supplies and working capital. 

(12) The Pennsylvania Public 
Utility Commission said original cost 
and reproduction cost both used. 

(13) District of Columbia used 
“original cost—depreciated rate base 
with allowance for materials and sup- 
plies but no working capital.” 

(14) The Public Utilities Commis- 
sion of Idaho used “current level book 
investment less allocated depreciation 
reserve as of December 31, 1950.” 

(15) The Board of Railroad Com- 
missioners of Montana did not fix a 
rate base but must consider costs other 
than original. 

Company’s brief refers to three 


94 PUR NS 


“c - 
gross 


cases as follows: (1) “South Dakota 
Circuit Court March 5, 1950;” (2) 
“Tilinois Circuit Court, August 17, 
1950,” and (3) “Indiana Marion Cir- 
cuit Court of Indianapolis Jan. 24, 
1952.”" A search of the State Library 
does not locate any of these cases and 
so we cannot comment on them. 

Although not mentioned in counsel's 
brief, it might be added that the New 
England Company had the following 
in its territory (a) Massachusetts uses 
average net investment ([1951] 89 
PUR NS 80); (b) Rhode Island does 
({1951] — RI —, 89 PUR NS 54, 
80 A2d 891); (c) Vermont also 
({1950] 83 PUR NS 414); New 
Hampshire found no rate base in their 
respective cases involving New Eng- 
land Telephone and Telegraph Com- 
pany. 


[2] In all New England cases up 
to and including that of September, 
1949, company witnesses had com- 
puted working capital requirements as 
the difference between current assets 


and current liabilities. Using this 
method some adjustments might have 
to be made such as accumulation of 
funds for dividend purposes that might 
be in the “current assets’ one day but 
out the next. However, some time 
after September, 1949, the company 
changed their method of computation 
to taking one-eighth of expenses, exclu- 
sive of taxes, depreciation, and wire 
loss and adding it to the average ma- 
terials and supplies on hand. Under 
the balance sheet method working cap- 
ital would be some $1,140,150 as op- 
posed to $1,655,000 asked in this case. 
It was testified that this change was 
made because “conditions are different 
today” but there was nothing to indi- 
cate what “conditions” had changed, 
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although inquiry was made. The last 
ysed method was described as “the 
more conventional method.” Witness 
said: “I think that in many rate cases 
the so-called lag period, a certain por- 
tion of the operating expenses have 
been employed in many states as the 
means of ascertaining working cap- 
ital.’ Another witness said “that the 
accruals for taxes were substantially 
increased in 1950, compared with 
prior years due to the effect of the 
higher Federal income tax. This re- 
duced the amount of working capital 
as computed by the balance sheet meth- 
od.” It is true by the same token that 
the amount of cash accrued for the 
Federal income tax payment was in- 
creased. The change-over of the Fed- 
eral income tax payments from four 
equal quarterly instalments to pay- 
ments of one-half in March and the 
other half in June of the year following 
collection, does affect the amount of 
Federal income tax money keep dur- 
ing the year of payment but accumu- 
lations are still going on. We believe 
that some cognizance should be taken 
of these tax accruals. Also the com- 
pany demands advance payment in 
many cases from customers. For the 
entire company, according to the 1951 
report “customers deposits” at the end 
of the year stood at $3,027,710. In 
our opinion 10 per cent of this comes 
irom Maine customers. It is our judg- 
ment that an allowance of $750,000 is 
adequate. This gives a “net invest- 
ment” rate base of $35,200,000 as of 
December 31, 1951. 


We will accept for the case the ex- 
penses as set forth in Exhibit A—59 
subject to adjustments as hereinafter 


noted. The 1951 expenses should be 


adjusted to reflect a wage increase 


granted in October, 1951, which on an 
annual basis means $412,300 in intra- 
state operations. Also provision must 
be made for the increase in Federal 
income tax to 52 per cent. These are 
the fundamental changes to be reflect- 
ed. 

[3] We adhere to our former opin- 
ion with regard to the 35 per cent debt 
ratio proposition. See also New Eng- 
land Teleph. & Teleg. Co. v. Depart- 
ment of Public Utilities (1951) 327 
Mass 81, 88 PUR NS 73, 97 NE2d 
509. Massachusetts has 70 per cent 
of N. E. T. & T. Co. while Maine has 
10 per cent. It is not only difficult, it 
is impossible for Maine to carry New 
England Telephone and Telegraph 
Company. The supreme court deci- 
sion in Massachusetts seems to be both 
fair and decisive. The debt ratio of 
the company at the end of 1951 was 
38 per cent. The debt ratio in 1948 
was 58 per cent. (Public Utilities 
Commission v. New England Teleph. 
& Teleg. Co. [Me 1949] 80 PUR 
NS 397, 404.) We stated then that 
it was our hope that increased rates 
would eventually enable the company 
to reduce the debt ratio, but again from 
a practical point of view it is what hap- 
pens in Massachusetts, rather than 
Maine, that will produce the result, 
although we are aware and are of the 
opinion that Maine customers should 
pull their fair share of the load. We 
are making, at this time, no adjust- 
ments by reason of the present 38 per 
cent debt ratio, which we consider rea- 
sonable. 

[4] The company offered evidence 
that the current cost of capital for the 
company is approximately 7.75 per 
cent, and that the cost of capital for 
a good grade public utility has in- 
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It is interesting to note that of the 
Commission orders referred to in com- 
pany’s brief, the rate of return allowed 
ran as follows: 


creased in the order of 4 to } of one 
per cent during the last 2- or 3-year 
period. Counsel for New England 
states the company needs a rate of re- 


turn of at least 7.5 per cent. 
Rate 
Requested by 

Rate Company 

Jo Yo 
6.45 8 
6.35 
6.72 


Base Used 


Net Investment plus w/c and m/s 

Net Investment 

Net Investment plus w/c and m/s plus 5% 

Net Investment no w/c or m/s or plant under con- 
struction 

Net Investment m/s no w/c . 

Net Investment m/s no w/c .... 

Net Investment plus w/c and m/s” 


Missouri 
Kansas 

New Mexico 
Georgia 


wut 


Florida 
Minnesota 
Wisconsin 
Indiana 
Kentucky 
Michigan 


nin bo bo 


th 
on 


Net Investment host 
Average capital obligation plus premium and 
surplus 6 
Reproduction cost new less dep. plus m/s & w/c 
Original cost and reproduction both considered. 
Company asked 7.2% on original—6.6 on re- 
production—got 
Original cost—depreciated—no w v/c ne eee 
Current level book investment less depreciation — 
Various elements considered—no rate base fixed . 


NON NNN 


“ wn 


Ohio 


Pennsylvania 


D of C 
Idaho 
Montana 


a large percentage of the old “crank 


As noted, no comment was made in 


counsel’s brief with respect to the other 
New England States. If what other 
states have done is available for argu- 
ment, although we are not predicating 
our judgment on that argument, for 
simple consistency we should state that 
Massachusetts allows 6.23 per cent re- 
turn; Rhode Island 6 per cent; Ver- 
mont 5.71 per cent, all on net in- 
vestment or its equivalent. New 
Hampshire found no rate base or 
rate of return. 

An exhibit was introduced showing 
that as of December 31, 1950, in the 
Bell Telephone System of a total of 
424,602 magneto phones, Maine had 
38,140 or 18.3 per cent, New Hamp- 
shire 19.3 per cent, and Vermont 20.1 
per cent. The nearest other state to 
Maine was North Dakota with 6.3 
per cent. Just why the three northern 
New England States should have such 
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is not clear, neither is it very 
Of 145 central offices in 
Maine, 70 are magneto, 19 common 
battery, and 56 dial (Dec. 31, 1951). 

It is our considered opinion that 
approximately 6.5 per cent return on 
net investment including working cap- 
ital and materials and supplies is fair 
and reasonable to the company and to 
the customer. 

[5, 6] One of the most difficult 
problems is the separation of the com- 
pany’s plant into intrastate and inter- 
state property. Approximately 3.2 
per cent is directly assigned to the 
appropriate service; 21.3 per cent is 
controlled by a measure of use known 
as “message mile minutes”; 8.7 per 
cent is assigned by virtue of “traffic 
units” ; 66.8 per cent is assigned by a 
measure of use known as “Subscribers’ 
Line Usage” (SLU). 


phones” 
flattering. 
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In order to compute this SLU factor 
one obtains the toll messages and ex- 
change calls for each exchange. The 
holding time for each of the foregoing 
is determined. Multiplying the num- 
ber of toll messages by their holding 
time gives the annual minutes’ use de- 
voted to toll messages. Similarly one 
derives the annual minutes’ use de- 
voted to exchange calls. Then there 
is worked out for each exchange, the 
number of traffic units for the LDI 
calls, and other toli calls, by multiply- 
ing the number of LDI calls and other 
toll calls by the traffic units computed. 
Dividing the LDI traffic units so com- 
puted by the total number of traffic 
units gives the percentage of LDI of 
toll traffic units. Multiplying the an- 
nual minutes of toll by this percentage 
gives the annual toll minutes of LDI. 
To obtain the SLU factor, divide the 


LDI minutes by total minutes used. 
From this it can be readily observed 
that the methods used and the occa- 
sions when holding time studies and 
traffic unit studies are made has a great 
deal to do with the resultant SLU 
factor. 


All witnesses are agreed that the 
company in setting up the necessary 
plant to handle the expected business 
makes a study of toll circuit require- 
ments during a 10-day period in Au- 
gust. Company’s Exhibit A-51 shows 
the apparent reason for this. LDI 
(Long Distance Interstate) calls in 
percentage of total originating calls 
tun as follows: in 1949, January .59 
per cent; February .57 per cent; 
March .60 per cent ; April .62 per cent; 
May .70 per cent; June .78 per cent; 
July 1.05 per cent; August 1.10 per 
cent; September .80 per cent ; October 
75 per cent; November .66 per cent; 


December .64 per cent. It is to be 
noted that there are nearly twice as 
many LDI calls percentage-wise in Au- 
gust than there are in January or 
February. Considering the magnitude 
and importance of our tourist and 
summer business, both recreational and 
other, the foregoing figures are simply 
reflective of what all Maine people 
know. The company could not take 
a better month to “tailor” or “en- 
gineer” their plant, so far as use is 
concerned and they didn’t and they 
haven’t for many years. 

If one were to build his plant to take 
care of August demands, one would 
naturally suppose he would take Au- 
gust to consider use of plant. The 
hotel proprietor who builds a hotel to 
handle 500 guests in the August peak, 
doesn’t figure the use in any of the 
months when the hotel is closed. 

Mr. Dynan, testifying for the com- 
pany,said: “. . . we would make 
the study in the individual offices at a 
time when the volume of traffic rea- 
sonably approached the volume of 
traffic for which the equipment was 
provided.” The evidence fails to sup- 
port such a thesis. It is undisputed 
that the volume of traffic increases toll- 
wise LDI to a peak in August. It is 
an admitted fact that the toll circuits 
are engineered by a study made in 
August. Company’s Exhibit A-51 
shows that the highest per cent LDI 
occurs in August in each and every 
year sice 1946, that likewise the high- 
est per cent of other toll calls occurs in 
August, while the lowest per cent of 
exchange calls occurs in August. It 
is axiomatic that if lines are busy with 
toll calls they cannot be used for local 
calls. Therefore, the only time to 
make the study, if what Mr. Dynan 

94 PUR NS 





MAINE PUBLIC UTILITIES COMMISSION 


says controls, is in August, when the 
volume of traffic reasonably approach- 
es the volume of traffic for which the 
equipment is provided. 

Mr. Loud, in discussing message 
mile minutes which are a factor in 
separating another part of the plant, 
says: “We use the August data for 
circuit engineering but we take ad- 
vantage of that data in making this 
(3M) study.” @Q. You do this in 
August because in August is when you 
make your test to determine the needs 
for your toll plant circuits? A. The 
primary test, yes sir. Q. That’s when 
you really want to find out what you 
are going to need for toll circuits for 
the next year isn’t it? A. Yes sir. 


Later on he stated that the August 
“gives the maximum need, 


studies 
yes.” 

Need any more be said than if the 
equipment is provided for a traffic vol- 
ume based on August use, the vol- 
ume of traffic reasonably approaching 
that volume, is the August traffic it- 
self. 

Mr. Tozier enlightened the subject 
matter with the statement that “80 per 
cent of the toll circuits get their max- 
imum use in July or August” and that 
“outside of Houlton and Presque Isle 
I would say that the maximum volume 
at toll center offices occurred in July 
or August,” and “the per cent of in- 
terstate calls of the total toll calls 
are slightly higher in August than they 
are in July.” 

The company, however, in 1949, 
when a so-called “complete” study of 
holding time was made, studied hold- 
ing times in February, March, April, 
May, August, October, November, 
and December. The February study 
was 8-10; 15-17; 23-25 at Bangor; 
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February 9-11, 15-17, 23-25 at Port. 
land. The March study was 1-3 
Portland; March 8-10 Presque Isle: 
March 15-17 Farmington; March 
22-24 Caribou, Augusta, and Skov. 
hegan ; March 29-31, Waterville. The 
April study was 5-7 Lisbon Falls, 
Rockland; April 8-12 Yarmouth: 
April 12-14 Brunswick; April 18-21 
Gardiner ; April 25-27 Fairfield. The 
May study was 2-4 Dexter; May 3-5 
Camden ; May 4—6 Sabattus ; May 10- 
12 Bucksport; May 23-25 Norway, 
The August study was 16-18 Rock- 
land; August 23-25 Camden. The 
October studies were 5-7 Brunswick; 
October 10-12, 19-21 Lewiston; 
October 10-12 Cornish; October 17- 
19 Dexter ; October 25-27 Waterville. 
The November study was 28-30 Bid- 
deford, and the December studies were 
12-22 Biddeford and December 27- 
29 Wilton. So it is to be noted that 
no studies were made in June or July 
and only in Rockland and Camden in 
August. In rechecking in 1950, no 
August holding time studies were 
made, and the only July study in Cam- 
den. 

An_ extended 
failed to reveal the reason for the gen- 
eral omission of holding time studies 
in August the “tailoring” month, but 
company witnesses did say they tried 
to give Rockland’s “seasonal” effect to 
other seasonal places. The company 
assumed 63 seasonal offices but neglect- 
ed to name any of them. Eight other 
exchanges, out of 138, did reflect 
Rockland’s holding time (a composite 
of eight months winter and four 
months summer), i. e. 1949 Rockland 
1950 
Bath, 


cross-examination 


(composite) in 
Bar Harbor, 


holding time 
Calais, Belfast, 
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York, Ellsworth, Boothbay Harbor, 
and Wells. 

It is interesting to note that in 
extending the Rockland influence, as 
described by the company, a computa- 
tion will reveal that the SLU factor 
(without considering any changes in 
trafic units) of Calais, Belfast, Bar 
Harbor, Bath, and York was de- 
creased in 1950 over what it was for 
each of those offices in 1949. 

The least one cay say from the com- 
pany’s viewpoint is that if there are 
63 seasonal offices, the inclusion of 
Rockland’s summer and winter hold- 
ing time in only 8 is not very repre- 


sentative. It is important to note the 


principle recognized by the company of 
the influence and desirability of mak- 
ing an August holding time study al- 
though we do not agree with the com- 
pany’s very limited application of the 


principle, nor is it our opinion that 
Rockland is one of the most typical 
seasonal offices for use in various of- 
fices in the state. Camden is the next 
town to Rockland and uses Rockland 
for a toll center. 

As one studies state’s Exhibit A-10 
which shows how exchanges are com- 
bined with one another during differ- 
ent years, he is struck by the fact that 
nearly every regrouping of exchanges 
to give effect to holding time studies, 
“results in a worsening of the SLU 
factor,” thereby decreasing property 
and charges to interstate and increas- 
ing the burden of the intrastate prop- 
erty and expenses. By reason in part 
at least of the regrouping the SLU 
factor has gone from 3.12 in 1947; 
2.97 in 1948; 1.97 in 1949, to 2.19 in 
1950. 

Counsel for the state tried vainly to 
find the reasons for changing the 


groupings and regroupings. Bar Har- 
bor had a holding time study made in 
1946. In 1949 it took the weighted 
average of Rockland and Waterville. 
And in 1950 it took the holding time 
of Rockland. 

Westbrook was studied in 1946 for 
a holding time. In 1949 it assumed 
the weighted average of Rockland 
and Waterville. And in 1950 it took 
3runswick’s holding time. Peaks Is- 
land in 1946 had a holding time study 
made. In 1949 it took the weighted 
average of Bucksport, Dexter, Fair- 
field, Wilton, Yarmouth, and Lisbon 
Falls. But in 1950 it took the weight- 
ed average of Caribou, Lisbon Falls, 
Livermore Falls, Old Town, and Sa- 
battus. And so it goes through ex- 
change after exchange. At least one 
result was that the toll holding time 
factor decreased and exchange holding 
time factor increased in nearly every 
instance, necessarily tending toward a 
lessening of the SLU factor. As the 
SLU factor goes down, intrastate pays 
more. One should also remember that 
a change downward of .001 in final 
SLU means $24,000 in plant. A 
downward change in plant means less 
net dollar requirements and less ex- 
pense in connection therewith. 


Because the toll circuits are “tai- 
lored” on August business, because the 
highest percentage of LDI calls with 
respect to all originating calls occurs 
in August, in fairness to the Maine 
customer, to New England Company, 
and to A. T. & T. Company, it is our 
opinion that August business should 
determine the holding time and not 
other months when the per cent of 
LDI is low. These toll circuits are 
built to handle the August peak. We 
believe they should be supported by 
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adequate rates. We do not consider 
it fair and reasonable to have intra- 
state rates subsidize interstate toll 
rates. 

What does the rather meager testi- 
mony show about holding times in Au- 
gust, compared with other months? 

In 1946 the following studies of 
holding times were made in August 
and some other month—state Exhibit 
A-10: (1) Bar Harbor where in our 
opinion the figures are transposed in 
some way as it doesn’t make sense to 
have a lower exchange holding time in 
November than in August or a lower 
toll holding time in August than No- 
vember. We therefore discard Bar 
Harbor. (2) Cornish Exchange hold- 
ing time August 3.67; September 
5.38; toll holding time August 16.30, 
September 12.79. (3) Wells Ex- 
change holding time August 3.63, Sep- 
tember 5.12; toll holding time August 
11.46; September 9.13. 

In 1949 Rockland Exchange hold- 
ing time August 3.802; April holding 
time 5.127; toll holding time August 
10.098, April 8.229; in Camden Ex- 
change holding time August 5.00, May 
5.40; toll holding time August 10.79; 
toll holding time 10.54, Camden has 
an error, admittedly. 

In other words, using Cornish, 
Wells, and Rockland we find the ex- 
change holding time goes down as 
follows: Cornish 32 per cent, Wells 
29 per cent, Rockland 26 per cent. The 
toll holding time goes up, Cornish 28 
per cent, Wells 25 per cent, Rockland 
23 per cent. 

Loud: “. . . our separation studies 
must be for a full year. in my 
opinion it would not be fair to establish 
rates on the results of a week’s or a 
month’s operation, but that they 
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should reflect a complete cycle of op. 
erations, generally a full year’s re. 
sults.” 

We find no fault with the principle. 
The company, however, takes a hold. 
ing time study for instance in Augusta 
in March and applies it to a year’s 
messages. We would take the holding 
time in August and apply it to a year's 
messages. We have repeatedly given 
our reason for using August holding 
times instead of March. No valid rea- 
son has been given by the company for 
using March figures. Company tries 
to claim it makes no difference. If it 
doesn’t, no harm can result in apply- 
ing August holding times. To reit- 
erate, LDI lines are “engineered”’ for 
peak use which comes in August (bar- 
ring Aroostook county). During Av- 
gust the holding times are longer, the 
traffic units are larger, the number of 
interstate calls is the highest than at 
any time in the year. It therefore 
necessarily follows that in August the 
largest amount of property is devoted 
to interstate use. This property so 
devoted consists of at least two general 
kinds, without going into too many de- 
tails. There is the LDI plant belong- 
ing to A. T. & T. for instance. Unless 
that plant is connected to subscribers 
for use it is valueless. There is the 
subscribers’ plant that is allocated on 
a use basis to LDI use—interstate and 
intrastate. When such 
property becomes a part of interstate 
LDI use, it is the same as if built for 
that purpose. It can no more be real- 
located to intrastate use, to be sup- 
ported by intrastate customers, than 
the LDI property can be reassigned to 
intrastate use. 

It should be noted that no holding 
time studies were made on holidays or 


subscribers’ 
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the day before holidays, when fre- 
quently the calling rates, which means 
congested circuits, goes up in a marked 
degree. Congested circuits mean more 
holding time, naturally. The “use” 
in toll is large but no attention is paid 
to this use. There would seem to be 
a very definite pattern established by 
a study of those places where in 1946 
and 1949 data was assembled that 
shows what happens to the holding 
time in August as compared with other 
months. Taking the average percent- 
age, exchange goes down 29 per cent 
and toll holding time goes up 25 per 
cent. 

It is interesting to note that if the 
“winter” (which was really April) 
holding times of Rockland (5.127 and 
8.239) are used, the Rockland SLU is 
0128. If the August holding times 
(3.802 and 10.098) are used, Rock- 


land SLU is .0187, an increase of 50 


per cent. 
To take holding time in Bangor and 


Portland, two of our largest ex- 
changes, in February is not, in our 
opinion representative, fair, or reason- 
able. It can only load up intrastate 
and relieve interstate as compared to 
August figures that operate on the 
plant as engineered and take cogni- 
zance of peak use. Using such com- 
putations as advanced by the com- 
pany may well explain why LDI calls 
have not increased in expense for 
years while intrastate is asking for 
more and more money almost yearly. 

Mr. Loud stated that under com- 
pany’s method of computation: Q. If 
interstate supports 7,500,000 of our 
plant in January and 9,500,000 in the 
summer there is $2,000,000 
there that is kind of left an orphan 
isn’t it, or somebody has to support 


that $2,000,000 plant. Does that fall 
on intrastate during the winter? A. 
That is the amount—the difference be- 
tween interstate and the total amount 
that is assignable to intrastate, yes. Q. 
That is intrastate has to support $2,- 
000,000 more of this plant in the 
winter than they do in the summer, 
they did in 1950, that’s the way these 
figures work out? A. Based on its 
relative usage. 

Traffic units are units of work, de- 
fined as the amount of operating work 
which can be repeated 230 times per 
hour by a fully experienced operator 
of average ability giving a satisfactory 
grade of service. 

The only detail showing how traffic 
units work is found in state’s Exhibit 
A-15. There is to be noted that on 
the toll board the traffic units per mes- 
sage from January to June, 1949, at 
Rockland were 27.417 for LDI and 
22.715 for other toll. In August for 
LDI it increases to 34.897 and for 
other toll 26.136. We need not bother 
with the “other toll” traffic units as 
their use would be valuable only on 
establishing intrastate tolls. In Au- 
gust and September traffic units per 
message LDI stayed about the same, 
34.78, and in October-December 
dropped back to the identical figure for 
January—June, 27.417. It is therefore 
apparent that there were three studies 
made: (1) resulted in 27.417 for Jan- 
uary to June and October to December, 
a total of 9 months; (2) a study was 
made for July 34.897, and (3) a study 
made for August and September 34.78. 
So there are 30 per cent more traffic 
units in July and August than in the 
other nine months. 

Traffic unit studies are not made on 
holidays or days to catch August peak 
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demand. They are made on Monday 
and Tuesday or Thursday and Friday. 
unit 


business” 


made on 
Strangely 


Trathe studies are 
“normal 
enough they are made in July and 
August in contradistinction to holding 
time studies that avoid July and Au- 
gust. That Wednesday and Saturday 
are never normal business days seems 


days. 


abnormal. 

While a holding time computation 
once made may last for several years, 
traffic unit studies are kept more near- 
ly current by having three or four 
studies made in selected offices each 


year. No studies are made in any trib- 


utary office, just in the toll centers. 
When sample offices are selected for 
holding time studies “in selecting the 


tributary offices we attempted to 
spread the selection of the smaller of- 
fices over the state and associated with 
its toll centers in the state.” In 1950 
only 14 holding time studies were 
made as against 70 traffic unit studies. 

The principle reason for traffic unit 
studies is to determine how many op- 
erators the company is going to need 
for the volume of business. 

The problem is for the Commission 
to find the usage of plant. Using any- 
thing less than the peak means that 
plant constructed for peak usage has to 
be supported by someone other than 
toll ratepayers during off peak pe- 
riods. It is our considered judgment 
that peak holding time and traffic units 
during those holding times should gov- 
ern in making the separation. 

Kor years courts and Commissions 
have fixed electric rates giving con- 
sideration to peak demand. This pro- 
cedure does not result in any less 
money for the New England Telephone 
and Telegraph Company. It does not 
94 PUR NS 


require any larger payments by the 
customer. It simply means that more 
property is assigned to A. T. & T. 
Company to support and the expenses 
in connection with that property would 
be paid for by A. T. & T. Company, 
In suggesting such a procedure to New 
England Telephone and Telegraph 
Company, the company first expressed 
doubt, then skepticism, then resist- 
ance, and finally rejection. 

Every Commission, the A. T. & T. 
Company and N. E. T. & T. Company 
have been bothered no end by the dis- 
parity in toll rates. To take just one il- 
lustration out of thousands—the Kit- 
tery Exchange is in Portsmouth, New 
Hampshire. If a resident of Augusta 
calls a person (three minutes) in Kit- 
tery, it is handled by the Portsmouth 
operator and costs one dollar. If the 
same Augusta resident calls a person 
in Portsmouth it is handled by the 
same operator and costs 75 cents. For 
six minutes the cost is Kittery $1.30; 
Portsmouth one dollar, and for fifteen 
minutes the cost is Kittery $3.10, 
Portsmouth $2.35. 

Toll rates intrastate in Maine and 
exchange rates have been increased re- 
peatedly since 1946. Interstate rates 
have stayed the same for years, in 
spite of increased costs for equipment 
and labor. To make a little sense out 
of the situation, at least two plans have 
been advanced to relieve the disparity 
between LDI and other toll charges. 
Both plans were fostered by the A. 
T. & T. Company. The first was 
called the Phoenix Plan, advanced at 
the annual N. A. R. U. C. meeting in 
Phoenix, Arizona, in 1950; the sec- 
ond, the Charleston Plan, advocated at 
a similar meeting in Charleston, South 
Carolina, in 1951. 
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The Phoenix Plan provided that its 
low investment per circuit mile and the 
high density of use of the Long Lines 
Department of A. T. & T. Company 
would be averaged with the relatively 
higher investment and lower density of 
use of Associated Company toll circuits 
in such a manner as to allocate more 
investment and associated expenses to 
interstate use and less investment and 
associated expenses to intrastate serv- 
ice than under present separation meth- 
ods. The A. T. & T. Company and 
most state Commissions looked with 
favor on this plan but the F.C.C. would 
have none of it. Dollar-wise to Maine, 
the Phoenix Plan meant a transfer of 
$1,000,000 net property to interstate, 
along with $140,000 expense. 

The Charleston Plan divides the ex- 
change plant into three broad cat- 
egories. Category A includes outside 
exchange plant used for subscriber 
lines, drop and block wiring, local in- 
teroffice trunks, toll connecting trunks, 
number checking trunks, and tandem 
trunks to local offices in the same ex- 
change area as the tandem office and 
the subscriber stations. 


Since this category consists prima- 
rily of wire plant, a possible basis of 
separation, consistent with the usage 
principle, would be message mile min- 
utes. It is then stated that the “miles” 
are hard to determine so “considera- 
tion of the characteristics of the ex- 
change plant, taking into account both 
the single-center and multi-center ex- 
changes in the area under study, and 
such factors as the lengths of trunk 
involved for each of the services and 
the proportions of calls involving 
trunks, indicates that the average 
length of haul for local calls is not 
materially different from the average 


length of haul in the exchange plant 
for toll cases.” Therefore, miles can 
be disregarded. First, in Maine we 
have no “multi-center exchanges” of 
consequence and no tandem trunks. 
Second, the assumption the average 
length of haul for local calls is not 
materially different from the average 
length of haul in the exchange plant 
for toll calls, is not predicated on any 
evidence presented in the case. We 
cannot conceive of its being true in the 
state with the telephone plant as now 
set up and operated. It is unnecessary 
to discuss categories B and C. 

The Charleston Plan transfers 
$367,000 net book to interstate, along 
with $120,000 expenses. 

The Phoenix Plan and the Charles- 
ton Plan deal with entirely different 
parts of the property. 

We are not satisfied from the evi- 
dence presented that we should adopt 
the Charleston Plan as it is not pred- 
icated on plant or operation of plant 
such as obtains in this jurisdiction. 
We understand what the answer is so 
far as Maine is concerned by using 
the Charleston Plan but its applicabil- 
ity is quite a different matter and we 
have had none of the basic data in- 
volved presented to us. 

It should also be noted that the ac- 
ceptance of the Charleston Plan was 
“on an interim basis’ and is of an 
experimental nature. 

A continued study of the Separa- 
tions Manual'throws more and more 
doubt on its inherent fairness in dis- 
tributing property and expenses be- 
tween interstate and intrastate. More 
adjustments would seem to be in order. 
For example, a customer in Lewiston 
dials the local operator and asks for 


Murray Hill 10000 in New York. The 
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local Lewiston operator dials the num- 
ber direct. A small number of traffic 
units are involved. A customer in 
Portland wishes the same number in 
New York. He dials his local toll op- 
erator—she dials the New York op- 
erator and New York dials the num- 
ber. An increase in the number of 
traffic units over the Lewiston call. 
No one wishes to do away with 
through dialing or improvements in 
the telephone service, but by reducing 
holding time, decreasing traffic units, 
less property is devoted to interstate 
use and more to intrastate use and the 
service is improved. New technical 


improvements have improved the hold- 
ing time or traffic units in an intrastate 
call, say from Lewiston to Bingham. 
The company witnessed that 33 per 
cent of all toll calls are subject to op- 
erator toll dialing which “permits the 


long-distance operator to speedily 
complete the call without assistance 
from operators at any other office.” 
Furthermore, the company’s method 
of working the Separations Manual 
disregards all factors except actual 
use. Our objections to this were 
stated in F.C. 1316 reported in (1949) 
80 PUR NS 397, 409. We still ad- 
here to the opinions there expressed 
and do not see how so-called “free” 
calls can be treated equally with “pay” 
calls. For the monthly charge one 
can use an indefinite number of local 
calls and no othere charge is made. If 
he calls outside the exchange area, 
each call requires a payment. In the 
case just referred to, the Commission 
applied a factor of 2 to the station 
component to attempt at equalization 
and fair comparison. This was a min- 
imum figure. 

Mr. Tozier in the previous case 
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(F.C. 1316, supra) had stated that the 
calling rate might triple if a 10-cent 
rate were removed and calls to that 
10-cent area became unrestricted. Mr. 
Upton agreed, and he was “market 
engineer” for the company, had been 
with it seventeen years, serving in the 
commercial department as a traffic en- 
gineer and also as a district manager, 
Mr. Tozier had been with the com- 
pany twenty-three years, a traffic man- 
ager, and district traffic superintend- 
ent. 

in view of our further experience, 
we are irresistibly led to the conclusion 
that Tozier and Upton were nearer 
right and that we should use a factor 
of 3 rather than 2, a minimum figure. 

By using the foregoing, in so far as 
the SLU factor is concerned, increas- 
ing the holding time of toll, decreasing 
exchange holding time and increasing 
its traffic units and applying a factor 
of 3, we get a SLU factor of 10.8563. 
That multiplied by the property subject 
to SLU gives $2,498,200 to be trans- 
ferred to interstate. The transfer of 
this property carries with it $549,600 
of expense. 

In a similar manner there is $2,996,- 
900 of plant affected by traffic units in 
allocation. By increasing the traffic 
units to reflect actual interstate use, 
$299,700 of property is transferred 
and $29,900 of expense. 

According to evidence submitted by 
the company, a change in the traffic co- 
efficients means a transfer of $98,000 
of property to interstate account and 
its concomitant of $66,000 expense. 
The three foregoing transfers of prop- 
erty and expenses to interstate seem 
to be entirely justified, equitable, and 
reasonable. 

Having made these changes in prop- 
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erty, a new rate base results, in place 
of the $35,200,000 previously referred 
to, on net investment plus working 
capital and materials and supplies, of 
$32,302,200. Using the estimated in- 
crease in wages annualized at 
$412,000, the increase in Federal in- 
come tax of 52 per cent and giving ef- 
fect to the transfer of expenses, the 
company on 1951 figures will be earn- 
ing on an estimated income of $15,- 
103,700, approximately $1,931,000 on 
Maine intrastate plant as against $2,- 
100,000 on a full 6$ per cent return. 
Expenses not including Federal in- 
come tax are computed at $12,127,200. 


The Commission has not been able 
for lack of data to give effect to such 
additional “use” as would be revealed 
by considering, in the separation of 
plant between inter- and intrastate 
property, any “use” on holidays, Sun- 
days, and so forth which are entitled 
to some consideration. Likewise some 
consideration should be given to the 
continued use of antiquated equipment 
tono small degree. It is therefore our 
opinion that earnings after the adjust- 
ments are made are not out of line 
and are fair, just, and reasonable. 

The Commission concludes that the 
burden of proof has not been sustained 
by the petitioner, and it is ordered, 
adjudged, and d d that the peti- 
tion as filed be and the same is hereby 
dismissed. 


Hitt, Commissioner, dissenting: 
Upon the evidence before us I am of 
the opinion that a part of the requested 
increase should be granted. In view 
of the decision of the majority, how- 
ever, no useful purpose would be 
served by reviewing herein the volu- 
minous evidence and computing there- 


from the particular amount of addi- 
tional revenue that seems reasonably 
required. Yet there are certain gen- 
eral principles, and related matters, 
upon which I wish to make my posi- 
tion known. 

The Commission supports its con- 
clusion by attributing to the compa- 
ny’s property devoted to its intrastate 
service in Maine, including working 
capital and materials and supplies, a 
“net investment” valuation of $32,- 
302,200. Despite the very substan- 
tial growth in this company’s net plant 
in the last two years, this valuation 
is even less than that determined in 
1949 in the previous case, F.C. 1316, 
supra, when this Commission found 
it to be $32,633,000. 

Presumably it is the Commission’s 
position that this finding represents the 
“fair value’ required by Rev Stats 
Chap 40, § 16. With this I am unable 
to agree. It is my view that the Com- 
mission in arriving at such “fair value” 
ought not to have disregarded, as it 
did, all the evidence of value in the 
case, other than original book cost 
less depreciation. Under the law in 
Maine, I think it should have given 
some consideration to current value 
and to the current cost and reproduc- 
tion cost evidence presented by com- 
pany witnesses, both in the present pro- 
ceeding and in F.C. 1316, supra (all 
evidence in the prior case having been 
incorporated into the record of this 
case by stipulation). I think the 
testimony and exhibits presented by 
the witness, Barker, ought not to have 
been ignored. In this company’s last 
rate case before us, F.C. 1316, supra, 
I set forth at length my views as to 
the legal requirement of “fair value” 
in Maine under the Maine statutes and 
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decisions. I still hold the same view 
and desire that my opinion in that case, 
reported in 80 PUR NS at pp. 435 et 
seq., be considered as incorporated 
herein and made a part hereof. 

As to the rate of return, I think the 
finding should be based solely upon the 
evidence before us in this particular 
case, with reference to this company, 
at the time of the hearing in this pro- 
ceeding, under the conditions which 
then obtained. Rate of return findings 
by other Commissions, for this and 
other companies, in other states, at 
other times, based upon other evidence 
and reflecting other conditions, should 
not be used as the basis for a rate of 
return finding in this case. True, the 
Commission’s decision says the rate 
of return finding is not predicated upon 
what other states have done. Upon 
what, then, is it predicated? In my 
judgment the uncontroverted evidence 
in the record is such as to call for some 
further explanation to support the rate 
which was adopted. 

The Commission’s position in dis- 
regarding as to the rate base all evi- 
dence of value other than book cost, 
and in applying the 6} per cent rate 
of return to the depreciated book cost 
rate base, results in penalizing the com- 
pany for the depreciation of monetary 
values that has occurred in recent 
years. In other words, the decision, 
despite the statute, closes its eyes to 
the increase in property values and 
the unquestioned decline in the value 
of the dollar. 

I agree with the majority that the 
company’s separation methods, based 
upon the Separations Manual, even 
when modified by the so-called 
Charleston Plan (a not very drastic 
change), produce results that it is dif- 


94 PUR NS 


ficult to accept as sound, particularly 
in view of the disparity in toll rates 
between intrastate and interstate calls 
of comparable distance and duration, 
and in view of the fact that the intra- 
state ratepayers’ burden has been con- 
stantly increasing since the war, 
without any comparable interstate in- 
creases. I further agree that, notwith- 
standing acceptance of the procedure 
by the National Association of Rail- 
road and Utilities Commissioners, this 
Commission ought to make such modi- 
fications therein as may appear neces- 
sary and proper in regulating intra- 
state rates in Maine, to the extent 
that such modifications may be war- 
ranted by the evidence. It is my 
opinion, however, that the modifica- 
tions made by the majority are more 
drastic than the evidence justifies and 
that certain methods applied by the 
Commission are not in consonance 
with the general principles heretofore 
laid down by the courts. 


In connection with the Subscriber 
Line Usage Factor (hereinafter re- 
ferred to as the “SLU Factor”) as 
applied to station plant, the holding 
time, whether figured in the summer 
or the winter, is only one element. The 
other element, volume, is so small (in- 
terstate representing less than one per 
cent of total originating calls) that 
such changes in the holding time as 
might reasonably be expected to re- 
sult from summer studies could affect 
ultimate conclusions only slightly. The 
evidence is that in the summer the 
paid conversation time is actually less 
which tends to counteract other con- 
ditions tending toward greater holding 
time. The expert testimony in the 
case shows that the seasonal effect on 
the SLU factor would be very slight. 
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It should, furthermore, be noted that 
holding times of individual exchanges 
are unimportant, except as they enter 
into the composite ratios of holding 
times for the state as a whole, for it is 
the latter that are controlling. 

While the use of a peak period is 
essential in determining plant re- 
quirements, I am not convinced that 
this constitutes any sound reason for 
predicating the separations upon peak 
interstate use, rather than upon studies 
designed to reflect normal, over-all, 
year-around use. Under the decisions 
of the United States Supreme Court 
the separations criterion is the actual 
use to which the property is put. Min- 
nesota Rate Cases (1913) 230 US 
352, 57 L ed 1511, 33 S Ct 729, 48 
LRA NS 1151, Ann Cas 1916A 18; 
Smith v. Illinois Bell Teleph. Co. 
(1930) 282 US 133, 75 L ed 255, 
PURI931A 1, 51 S Ct 65. In the 
latter case the court’s opinion, deliv- 
ered by Chief Justice Hughes, says 
at p. 150 of 282 US, and at p. 8 of 
PUR1931A: “While the difficulty in 
making an exact apportionment of the 
property is apparent, and extreme nice- 
ty is not required, only reasonable 
measures being essential (cases cited) 


it is quite another matter to ignore al- 
together the actual uses to which the 
property is put.” To base the sepa- 
ration of this portion of the company’s 
plant upon the use in only one ab- 
normal month of the year and “ig- 
nore altogether the actual uses to which 
the property is put” in the other eleven 
months of the year seems to me out of 
harmony with the above-cited deci- 
sions. 

Although the established legal cri- 
terion is “use,” I, nevertheless, agree 
with the majority that the effect of 
service charges upon such use should 
in some manner be allowed for, to 
avoid distortion of results, as was more 
fully pointed out in the decision in 
F.C. 1316, 80 PUR NS 397. 

But in the instant case it does not 
appear to what extent the majority 
have, in their calculations, increased 
the holding time of toll, decreased the 
exchange holding times, or increased 
the traffic units; nor does it seem to 
me that the combined effect of these 
adjustments, or the degree of change 
represented by the application of the 
factor of three to the station com- 
ponent, is justified by the evidence. 
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Re Consolidated Gas Electric Light 
& Power Company of Baltimore 


Case No. 5217, Order No. 49235 
June 10, 1952 


PPLICATION by gas and electric company for temporary elec- 
tric rate increase pending investigation; denied. 


Rates, § 655 — Rates pending investigation — Temporary increase. 
1. A temporary rate increase may not be granted pending investigation of a 
proposed permanent rate increase unless the operating income is less than 
the amount required for a reasonable return and unless a hearing to de- 
termine all the issues involved in the final determination of the rates will 
require more than ninety days of elapsed time, p. 84. 


Return, § 71 — Combined utilities — Burden of rate increase. 

2. Users of electricity should not be required to bear the full brunt of a 
temporary rate increase of a gas and electric company when the gas segment 
of the company’s business is producing a much lower return than the elec- 
tric segment, p. 85. 

Return, § 46 — Reasonableness of temporary rates — Excess profits tax factor, 
3. A gas and electric company was denied a temporary electric rate increase 
which would result in the company’s having to pay an excess profits tax 
although, in establishing permanent rates, it might well be that in order 
to insure a reasonable return on the fair value of the company’s property, 
users of all types of utility service would have to pay rates sufficient to 
include an excess profits tax if such a tax were applied to earnings beginning 
at a point below what the Commission might establish as reasonable, p. 86. 


* 


APPEARANCES: Joseph Allen, Peo- 
ple’s Counsel, and Norman C. Melvin, 
Jr., Assistant to the People’s Coun- 
sel; Thomas N. Biddison, City Solici- 
tor, Edwin Harlan, Deputy City So- 
licitor, and H. Donald Schwab and 
Hugo A. Ricciuti, Assistant City So- 
licitors, for the mayor and city coun- 
cil of Baltimore; Richard W. Case 
and Norman P. Ramsey, for Oil Heat 
Association of Maryland, Inc., Caton- 
Chapman Fuel Corporation, Fred 
Gross & Sons, Inc., M. R. Segall & 
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Company, Inc., J. B. Wailes and Sons 
Company, and Wilcox & Zeigler, Inc.; 
Joseph Sherbow, for The Retail Fur- 
niture Association of Baltimore, Inc. 
The Merchants Terminal Corpora- 
tion, and The Continental Can Com- 
pany, Inc.; Eli Frank, Jr., and Martin 
Oppenheimer, for American Ice 
Company ; Samuel H. Hoffberger and 
LeRoy E. Hoffberger, for The Mer- 
chants Terminal Corporation ; Francis 
A. Michel, for Dixon Bartlett Com- 
pany, Armco Steel Corporation-Rust- 
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ess Division, and The Novelty Steam 
Boiler Works Company; Alfred P. 
Ramsey and Wilmer H. Driver, for 
the Consolidated Gas Electric Light 
and Power Company of Baltimore. 


3y the Commission: Consolidat- 
ed Gas Electric Light and Power 
Company of Baltimore, hereinafter 
referred to as Consolidated, filed its 
petition with the Commission on De- 
ember 19, 1951, asking for an in- 
crease of 10.4 per cent in the utility’s 
dectric service and steam service 
tariff schedules of base rates, and the 
application states that if the proposed 
rates were applied to the estimated 
volume of business in 1952 and were 
assumed to be effective throughout 
1952, they would produce additional 
gross revenues of approximately $6,- 
400,000 for the full year. 

No increase is sought in the rates 


charged for gas service supplied by 
the company, the petition stating that 
the natural gas business is still in a 
developmental period and now shows 


evidence of continued economic 
growth under existing rates. 

It is stated that the proposed rates 
will produce no more than a reason- 
able return upon the fair value of the 
company’s property used and useful in 
the public service, determined in con- 
formity with the method heretofore 
established by the Commission, and 
not more than the minimum addition- 
al revenue necessary to enable the 
company to maintain its financial in- 
tegrity and render adequate service 
and that, without an increase in rates, 
the company’s rate of return for the 
year 1952 would be under 5 per cent. 

The drastic increases in Federal in- 
come tax rates are given as the pri- 
mary cause of the decrease in the rate 


of return earned by the company. 
Two general wage increases since the 
Commission last passed upon the com- 
pany’s rates which resulted in addi- 
tional gross expenses of approximate- 
ly $1,800,000 a year, are also cited 
in support of the application. (Sub- 
sequent to the filing there was a fur- 
ther wage increase.) It is further 
stated that the cost of materials and 
equipment required by the utility has 

increased considerably since 1949. 
Various interests sought and ob- 
tained permission to intervene in the 
proceedings, the interveners including 
the mayor and city council of Balti- 
more, Oil Heat Association of Mary- 
land, Inc., Caton-Chapman Fuel Cor- 
poration, Fred Gross & Sons, Inc., 
M. R. Segall & Company, Inc., J. B. 
Wailes and Sons Company, Wilcox 
& Zeigler, Inc., Dixon Bartlett Com- 
pany, Armco Steel Corporation-Rust- 
less Division, American Ice Company, 
The Merchants Terminal Corpora- 
tion, The Retail Furniture Associa- 
tion of Baltimore, Inc., The Novelty 
Steam Boiler Works Company, The 
Maryland Container Company, and 
The Continental Can Company, Inc. 
Hearing was opened on January 
24, 1952, and, upon the completion 
of presentation of the company’s di- 
rect case, recess was taken until Feb- 
ruary 27th to allow people’s counsel 
and counsel for the interveners to pre- 
pare for cross-examination. Further 
recess until April 14th was taken at 
the request of these counsel to enable 
them to prepare for the presentation 
of their case in opposition to the in- 
crease. Upon the completion of the 
presentation of the protestants’ case, 
the hearing was recessed until May 
19th, at which time cross-examination 
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of the witnesses testifying for the op- 
ponents of the increase took place; 
June 18th has been set for the redirect 
examination of these witnesses. 

In the meantime, the company, on 
April 2nd, filed its supplemental ap- 
plication in which it is stated that an 
emergency exists which requires the 
company to seek immediate relief 
through the approval by the Commis- 
sion of temporary rates, pending the 
full investigation and hearing by the 
Commission for the purpose of deter- 
mining the just and reasonable per- 
manent rates of the company as 
sought by it in the original applica- 
tion, it being alleged that a “hearing 
to determine all of the issues involved 
in the final determination of the rates 
for services will require more than 
ninety days of elapsed time from the 
filing of this supplemental applica- 
tion.” 

A number of interveners took the 
position that the Commission should 
establish a segregated rate base for 
each namely, electric, gas, 
and steam, and that the rate of return 
should be approximately the same for 
each They argued that if 
such segregation were made, then the 
evidence offered in the permanent rate 
case (and subsequently reoffered in 


service 


service. 


the temporary case) clearly disclosed 
that the earnings from the electric 
branch were well within the range of 
reasonableness or percentage hereto- 
fore established by this Commission 
as constituting a fair return. Peo- 
ple’s counsel took the position that the 
Commission might properly adhere to 
a unified rate base, computed as was 
heretofore done in previous cases, and 
that the rate of return for each branch 
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of Consolidated’s services should bea; 
a reasonable relation to the other. 

Confronted with a demand for , 
separation of the rate bases, some. 
thing not heretofore done by this 
Commission, Consolidated deter. 
mined that it was necessary to have 
valuation studies made of a substan. 
tial portion of its physical properties, 
and testimony was offered to show 
that such studies could not be complet- 
ed within the 90-day statutory pe. 
riod. Consolidated further argues 
that the testimony shows that it is 
not earning a reasonable rate of re- 
turn. 

[1] As the Commission is at this 
time dealing only with the relief 
sought by the company under the sup- 
plemental application, it is necessary 
that we consider the provisions oj 
§ 372 of Art 23 of the Annotated 
Code of Public General Laws of 
Maryland (being recodified as § 31 
of Art 78), authorizing the Commis- 
sion, under certain conditions, to enter 
a temporary order, fixing a temporary 
schedule of rates, either increasing or 
decreasing the existing rates, accord- 
ing to the facts and the finding oi 
the Commission thereon. 


Section 372 has been considered by 
the Commission several times and, as 
opinions have been rendered with re- 
gard thereto, it is unnecessary to dis- 
cuss it at length herein. Suffice it to 
say that the two prerequisite condi- 
tions to the granting of temporary re- 
lief are: 


(1) That the operating income 1s 
less than the amount required for 4 
reasonable return upon the fair value 
of the corporation’s property used and 
useful in rendering service to the pub- 
lic. 





this 

is 0 
nece 
whe 


stoor 
presi 
agai 
view 
this 
this 
T 
rate 
hence 
whi 
abs 
rate 


duce 
solic 
miss 
Exh 
a fa 
the 

busi 
of tl 
ered 
cent 
pres 
sion 


e SUp- 
>ssary 
ns of 
otated 
vs of 
§ 31 
mmis- 
enter 
porary 
ng or 
-cord- 
ng of 


ed by 
nd, as 
th re- 
oO dis- 
it to 
-ondi- 
ry re- 


me 1s 
for a 
value 
d and 
> pub- 


RE CONSOLIDATED GAS ELECTRIC L. & P. CO. 


(2) That a hearing to determine 
all the issues involved in the final de- 
rmination of the rates will require 
more than ninety days of elapsed time. 

It is perfectly apparent, and the 
Commission so finds, that a hearing 
to determine all the issues involved in 
the final determination of the rates 
will require more than ninety days of 
elapsed time. 

With respect to the other issues in 
this temporary case, the Commission 
is of the opinion that it is not now 
necessary to express an opinion as to 
whether or not the rate base should 
be segregated. Rates have heretofore 
been prescribed with reference to a 
unified rate base, and so far have 
stood the test of time. Counsel have 
presented able arguments both for and 
against a unified rate base, but, in the 
view which this Commission takes at 
this time, no decision is required on 
this point. 

There has been no separation of the 
rate base by this Commission, and 
hence, there are no precise figures 
which can be used which would be 
absolutely accurate in arriving at the 
rate of return which a particular seg- 
ment of Consolidated’s business pro- 
duces. Figures submitted by Con- 
solidated to the Federal Power Com- 
mission and shown on _ intervener’s 
Exhibit No. 1 do, however, reflect, to 
a fair degree, the relationship between 
the three phases of Consolidated’s 
business, and may, for the purposes 
of the temporary case only, be consid- 
ered as fairly representing the per- 
centage of division which should be 
presently considered by the Commis- 
s10n. 


[2] Consolidated has not sought 


an increase in the rates for gas. This 


segment of its business is producing a 
lower rate of return than the electric 
business, but Consolidated is of the 
opinion that it should not now in- 
crease the present gas tariffs. Much 
effort was devoted by Consolidated 
toward securing natural gas for Bal- 
timore, and this Commission gave its 
support to such effort. In the face of 
strong competition from other cities, 
the Federal Power Commission au- 
thorized the delivery of natural gas 
to Baltimore, after a hearing in which 
Consolidated took the position that its 
gas consumers would benefit to the 
extent of $7,500,000 a year by the 
introduction of natural gas. After the 
order of the Federal Power Commis- 
sion this Commission reduced the gas 
rates to the extent of $4,000,000 a 
year and this, with the savings in the 
fuel rate adjustment of $3,500,000, 
resulted in a total reduction in the 
amount indicated by Consolidated at 
the hearings before the Federal Pow- 
er Commission. Since the introduc- 
tion of natural gas Consolidated’s gas 
business has expanded and its oper- 
ating income is steadily increasing. 
Consolidated takes the position that 
since the present gas rates are based 
on its commitments before the Fed- 
eral Power Commission and_ the 
Maryland Commission, and since it 
is those gas rates which have made 
possible the continuing growth in the 
business, the answer 
which good business management re- 
quires is that the gas business at this 
time neither presents a problem nor 
requires rate relief. 
Consolidated 


gas obvious 


Furthermore, 
that the natural 
gas business is very new, is in a transi- 
tional stage, and for sometime yet will 


states 


require vigorous promotional efforts 
94 PUR NS 





MARYLAND PUBLIC SERVICE COMMISSION 


to develop the anticipated growth on 
which the present rates were estab- 
lished, that these rates provide a nar- 
row competitive margin in many 
cases, and that an increase in the gas 
rates at this time would impair or 
destroy that ability to compete and 
therefore jeopardize the continuing 
favorable development that is now in 
progress. 

The gas segment of Consolidated’s 
business is producing a lower rate of 
return than the electric segment, 
which an analysis of exhibits filed in 
this case clearly demonstrates. Using 
the book rate base of Consolidated for 
the year 1951, and making allocations 
in accordance with percentages devel- 
oped from people’s counsel Exhibit 
No. 2, the rate of return on electric 
business on a year-end basis was 5.80 
per cent, and on an average rate base 
it was 6.16 per cent, while the rate 
of return on the gas property on the 
same basis was 3.77 per cent and 3.85 
per cent respectively. 

For the twelve months ending Feb- 
ruary 29, 1952, computed on the same 
basis, the rate of return for electric 
was 5.70 per cent on the year-end 
basis and 6.03 per cent on an average 
rate base, while the gas produced 3.78 
per cent and 3.86 per cent respective- 
ly. 

Reports submitted to this Commis- 
sion indicate that, for the first four 
months of 1952, the electric net oper- 
ating income is only 92.58 per cent 
of that for the corresponding period 
of 1951, while the net operating in- 
come from the gas business for the 
first four months of 1952 is 104.02 
per cent of the net operating income 
from gas operations for the cor- 
responding four months of 1951, thus 
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indicating that the net operating in. 
come from the gas business is jp. 
creasing while net operating income 
from the electric business is decreas. 
ing. 

The figures used in the two preced. 
ing paragraphs included cash working 
capital, but if cash working capital had 
been excluded the rate of retum 
would have been higher in each in- 
stance. It is obvious that there isa 
differential between the returns from 
the electric business and from the gas 
business, and counsel for interveners 
take the position that an_ increase 
should not be placed upon electric cus- 
tomers only, in view of the differen- 
tial between these two branches. (The 
proposed increase in steam ates 
amounts to only $130,000, and it is 
a negligible item.) If Consolidated 
had spread the proposed increase of 
$6,400,000 across the board on all 
three businesses, the electric custom- 
ers would have been asked to con- 
tribute only $4,529,000, and $1,741, 
000 would have been placed upon the 
gas customers. The Commission does 
not feel that in a temporary case it 
would be proper to require the users 
of electricity to bear the full brunt of 
the increase when there is such a dii- 
ference in the rates of return which 
those two branches of the business are 
earning. 

[3] Counsel in opposition to the 
increase also contend that it is im- 
proper to allow a rate of return, ina 
temporary increase, which would have 
the effect of requiring the company to 
pay an excess profits tax. If the pro- 
posed increase were granted, it would 
have the effect of requiring Consoli- 
dated to pay an excess profits tax, 
practically all of which would be paid 
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RE CONSOLIDATED GAS ELECTRIC L. & P. CO. 


by the users of electricity. The Com- 
mission does not believe that the tes- 
timony in this case warrants the 
sranting at this time of any tempo- 
rary increase which would result in 
Consolidated having to pay an excess 
profits tax. However, in establish- 
ing permanent rates it might well be 
that in order to insure a reasonable 
return on the fair value of the com- 
pany’s property, users of all types of 
utility service would have to pay rates 
sufficient to include an excess profits 
tax if such a tax is applied to earn- 
ings beginning at a point below what 
the Commission might establish as 
reasonable. 

Calculations have been made of the 
increased operating income which 


Consolidated could earn before the 
imposition of an excess profits tax. 
This has been computed to be approx- 


imately $1,415,000. Any increase in 
rates producing an increase in net op- 
erating income in excess of that 
amount would require the payment of 
an excess profits tax. 

In 1949, 8 FPC 1, 170,82 PUR NS 
193, 286, the Federal Power Commis- 
sion passed an order reducing the 
rates for electricity supplied by Penn- 


sylvania Water & Power Company to 
Consolidated. It was estimated that 
the reduction would result in a saving 
to the company of $1,733,000 an- 
nually. Because of extended litigation 
in which the Supreme Court of the 
United States just rendered its deci- 
sion on May 26, 1952 (343 US —, 
96 L ed —, 94 PUR NS 1, 72 S Ct 
843), any saving resulting from the 
Federal Power Commission order has 
only now become available. Revised 
estimates of the saving indicate that 
it will amount to about $1,766,000 a 
year. After allowing for taxes, the 
net annual saving to the company will 
be about $848,000. When we deduct 
this sum from the $1,415,000 of in- 
creased net income which the com- 
pany can earn before the payment of 
an excess profits tax, it will be noted 
that it leaves a deficiency of only 
$567,000. 

It does not appear to the satisfac- 
tion of the Commission that such an 
emergency exists as to require the 
granting at this time of a temporary 
increase in rates. 

An appropriate order will be en- 
tered. 
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Re Mountain Fuel Supply Company 


Case No. 3755 
April 30, 1952 


PPLICATION by natural gas company for authority to increase 
A rates in certain municipalities to permit recovery of occu- 
pation, franchise, and license fees of a local nature charged in 

such areas; granted. 


Return, § 24 — Reasonableness — Attraction of capital. 
1. The inquiry of a regulatory body, in the final analysis, in fixing the rates 
of a public utility, goes to the determination of the number of dollars 
reasonably required by the utility to pay its fixed charges and a return on 
equity capital, which return must be adequate to meet these requirements 
and at the same time be sufficient to attract new capital to the enterprise, p. 
90. 


Expenses, § 58 — Municipal tax or fee. 
2. Municipal taxes or license fees applicable to the operations of a public 
utility must be treated as an expense in fixing rates that may be charged by 
a utility for public service, p. 90. 


Discrimination, § 32 — Between localities — Special license fees. 
3. It would be unfair and unjust to spread the burden of special municipal 
license fees or taxes among consumers as a whole, including those residing 
outside the limits of the municipality imposing such charges, p. 91. 


Rates, § 147 — Increase to cover municipal franchise taxes. 
4. Whenever a municipality imposes on a utility a special tax for revenue- 
raising purposes, whether denominated a license fee, occupation or use of 
streets tax, or franchise fee, which benefits primarily the customers on the 
utility’s system within that municipality, the rates of the utility for service 
within that municipality should be increased to provide the necessary revenue 
to pay these special taxes, p. 91. 


Discrimination, § 32 — Between localities — Special municipal taxes. 

Statement that if the consumers of gas over the entire system of a natural 
gas compay are required to bear the burden resulting from special taxes or 
fees imposed by one city, then each other city served by the company would 
be encouraged, if not indeed forced, to impose a similar tax or fee upon the 
company in order to equalize the benefits and burdens for the consumers of 
gas within its corporate limits, p. 91. 

Expenses, § 58 — Municipal taxes — Charge to municipal patrons only. 
Discussion of the development of the theory that payments made to a mu- 
nicipality for franchise or license taxes by a utility should not be charged 
against the utility’s general operating expenses but should be charged against 
the patrons residing in the municipality receiving the taxes, p. 91. 


* 
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RE MOUNTAIN FUEL SUPPLY CO. 


APPEARANCES: William W. Ray 
and Joseph S. Jones, Attorneys, for 
Mountain Fuel Supply Company, ap- 
slicant; Paul Thatcher, Attorney, for 
Ogden City; A. M. Ferro, Attorney, 
for Utah Municipal League; George 
A. White, Attorney, for Hill Air 
Force Base; L. E. Elggren, for Con- 
sumers Welfare League of Utah; W. 
|. Lowe, for Ogden Trades and La- 
bor; Christian Jensen, for Old Age 
Group of Salt Lake City. 


3y the Commission: The above- 
entitled matter came on regularly for 
hearing before the Commission on 
February 18, 1952, pursuant to notice 
and was concluded on the same day. 
No one appeared on behalf of Salt 
Lake City, South Salt Lake, or Sandy 
City as protestants. From the evi- 
dence of record the following report 
and findings are made: 

1. Mountain Fuel Supply Company 
(the company) is a public utility cor- 
poration, organized and existing un- 
der the laws of the state of Utah, with 
its principal place of business in Salt 
Lake City, Utah. It is and has been 
for many years engaged in the busi- 
ness of distributing natural gas in the 
state of Utah. 

2. On January 21, 1952, the com- 
pany filed with this Commission 
Amendment No. 1 to its Schedule of 
Domestic and Commercial and Indus- 
trial Rates for Natural Gas, P.S.C. 
Utah No. 14-A, said amendment hav- 
ing been filed by the company as a 
result of the recent imposition upon 
the company of occupation or license 
fees by the cities of Salt Lake, South 
Salt Lake, and Sandy, Utah. Said 
amendment, if approved and ordered 
into effect by this Commission, will 
operate to increase the rates for nat- 


ural gas service within the city limits 
of Salt Lake City and Sandy City by 
2 per cent and in South Salt Lake by 
one per cent over the rates and charges 
specified in said schedule P.S.C. Utah 
14-A, and will similarly increase the 
company’s rates and charges for nat- 
ural gas service in any municipality 
which hereafter imposes upon the 
company new or additional occupa- 
tion taxes, franchise or license fees, 
or other taxes or fees of a local nat- 
ture. 

3. By an ordinance of the city of 
South Salt Lake effective May 11, 
1951, there was imposed upon the 
company a license fee equal to one 
per cent of the gross receipts derived 
by the company from the service of 
natural gas within the corporate lim- 
its of that city. Effective on and 
after January 1, 1952, Sandy City by 
ordinance imposed upon the company 
an occupation or license tax of 2 per 
cent of the gross receipts from the 
sale of natural gas within the corpo- 
rate limits of said city. Salt Lake City 
by ordinance effective on and after the 
Ist day of January, 1952, also im- 
posed upon the company a license fee 
equal to 2 per cent of the gross re- 
ceipts of the company from the sale 
of natural gas within that city, this 
being in addition to the $15,000 fran- 
chise fee already imposed upon the 
company in Salt Lake City. 

4. The rates of the company for 
natural gas service in the state of 
Utah under its said schedule of rates 
P.S.C. Utah No. 14-A became effec- 
tive July 1, 1951, and were deter- 
mined upon and approved by this 
Commission after a general rate 
hearing. The rates prescribed in this 
schedule are the in all areas 
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served by the company in Utah for a 
given class of service. The amounts 
payable by the company under the 
said municipal ordinances were not 
taken into account as operating ex- 
penses of the company in establishing 
said rates. 

5. Unlike the prices which an un- 
regulated business may charge for its 
products or service, the rates which 
this company, as a public utility, may 
charge for gas service are limited to 
an amount which will produce revenue 
sufficient to defray its actual and rea- 
sonable operating expenses and allow 
it a reasonable return on its invest- 
ment (based upon depreciated original 
cost) in property used and useful in 
rendering service to the public. This 
Commission, as recently as June 29, 
1951, determined that the company is 
entitled to a return of 6 per cent on 
its investment in order to maintain its 
financial integrity and to attract the 
necessary capital to carry on its utility 
business. The rates of the company 
now in effect are designed to produce 
over-all revenues within those limits. 
The evidence presented to this Com- 
mission shows that the company’s re- 
turn on its said investment for the 
year 1951 amounted to 5.78 per cent, 
which is less than its allowable re- 
turn. It should be noted, however, 
that the gas rates of the company were 
increased on July 1, 1951, and that 
the figures for 1951 include operations 
for six months under the old scale of 
rates and six months under the high- 
er level of rates. The return indicated 
for 1951 is not indicative of what the 
return will be for a full year’s opera- 
tions under the higher rates. 

[1, 2] In the final analysis the in- 
quiry of a regulatory body in fixing 
94 PUR NS 


the rates of a public utility goes to 
determination of the number of dol. 
lars reasonably required by the utility 
to pay its fixed charges and a return 
on equity capital. The “return” al- 
lowed a utility must be adequate to 
meet these requirements and at the 
same time be sufficient to attract new 
capital to the enterprise. The “te. 
turn” is the amount remaining out of 
the gross revenues received after de- 
ducting all reasonable and_ necessary 
expenses such as wages, cost of mate- 
rials used, depreciation, and taxes. It 
follows, therefore, that taxes applica- 
ble to utility operations, including 
municipal taxes or licenses, imposed 
by lawful authority upon a public util- 
ity must be treated as an expense by 
the Commission in fixing the rates 
that may be charged by a utility for 
the service it renders. The funds used 
by a utility to pay taxes and other 
necessary expenses, and to pay a re- 
turn on investment, can be derived 
from one source only, and that is from 
the consumers of the service. 

The only question to be decided by 
the Commission in the present pro- 
ceeding is whether the burden of pro- 
viding the revenues necessary to pay 
special fees or taxes imposed by a mu- 
nicipality should be placed upon the 
customers of the company residing 
within the municipalities exacting 
such fees or taxes, or whether the bur- 
den should be borne by all of the cus- 
tomers of the company both within 
and without such municipalities. The 
three ordinances in question are pure- 
ly revenue-raising measures. No ben- 
efits whatsoever are derived therefrom 
by the customers of the company rt 
siding outside the limits of the mt 
nicipalities involved. 
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RE MOUNTAIN FUEL SUPPLY CO. 


[3, 4] It appears to the Commis- 
son to be unfair and unjust to spread 
the burden of those special license fees 
or taxes upon consumers residing out- 
side the limits of the municipalities 
imposing them. The Commission 
finds no reason why the special li- 
cense fee or tax imposed by Salt Lake 
City, for instance, should be borne in 
part by consumers of gas residing out- 
side its corporate limits. It seems to 
this Commission that it would be un- 
fair and unjust for the residents of the 
city of South Salt Lake, for example, 
where the license fee is one per cent, 
to pay any portion of the 2 per cent 
fee exacted by Salt Lake City. It 
would be even more inequitable for 
gas consumers residing in municipali- 
ties which do not impose any license 
fees or taxes to pay any portion of 
such special taxes exacted by other 
municipalities. 

If the consumers of gas over the 
entire system of the company in this 
state are required to bear the burden 
resulting from the special taxes or 
fees imposed by one city, then each 
other city served by the company 
would be encouraged, if not indeed 
forced, to impose a similar tax or fee 
upon the company in order to equalize 
the benefits and burdens for the con- 
sumers of gas within its corporate 
limits. Each time a city increased its 
exaction from the utility each other 
city on the company’s system would 
be justified in making a similar in- 
crease. 

This, we think, would not be in 
the public interest. If the consumers 
within a city are required to bear 
the special tax burdens imposed by 
that city those consumers will exer- 
cise the necessary influence upon the 


city officials to keep such special 
taxes within reasonable limits or elim- 
inate them entirely as revenue-raising 
measures. 

6. This problem is not new. As 
early as 1920 the Idaho Public Utili- 
ties Commission decided that payments 
made to a municipality in lieu of a 
franchise tax by an electric utility 
furnishing service in different com- 
munities, should not be charged into 
the general operating expenses of the 
company but should be charged against 
the patrons residing in the municipal- 
ity receiving the taxes, since such 
payment inured to that city alone. 
Re Idaho Power Co. PUR1920C 
949. The California Railroad Com- 
mission in 1921 in the case of River- 
side v. Southern California Gas Co. 
PUR1922A 277, held that the con- 
sumers of a natural gas company, 
residing in a city which had imposed 
a franchise tax on gross revenue of 
the company, should bear the added 
expense rather than the customers of 
the whole field served by the utility. 
The Illinois Commission in 1931 made 
an order authorizing a company to 
put into effect a schedule of rates 
which had general application except 
in certain municipalities in which the 
company was required to make annual 
payments under franchise ordinances. 
The ordinance of the city of Elmhurst 
required an annual payment to the 
city of 3 per cent of the gross receipts 
of the business done within the city. 
The city of Elmhurst took the case 
to the Illinois supreme court, Elm- 
hurst v. Western United Gas & E. 
Co. (1936) 363 Ill 144, 13 PUR 
NS 441, 444, 1 NE2d 489. The 
court held: 

“It would be unjust to spread the 
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burden of this annual franchise pay- 
ment over the whole northern divi- 
sion. It should be borne by the 
company’s consumers residing within 
the city as that city alone received 
the advantage of such annual pay- 
ment. So, also, it is immaterial in 
what form the pro rata share of the 
consumers’ payment of the annual 
payment be made to the city.” 

In 1938 the Pacific Telephone & 
Telegraph Company sought permis- 
sion of the Department of Public 
Service of the state of Washington 
to pass on to its subscribers municipal 
occupational taxes within seven cities 
which then levied such taxes. See 
Department of Public Service  v. 
Pacific Teleph. & Teleg. Co. (1940) 
37 PUR NS 321, 405. The Depart- 
ment in deciding the problem stated: 


“It would be manifestly unfair to 
impose upon the many thousands of 
telephone subscribers in this state, 
who live elsewhere than in the seven 
cities in which such taxes are now 
levied, the burden of providing the 
dollars necessary to pay occupation 


taxes in those cities. (It is no answer 
to say that the company should it- 
self pay this tax, for the company 
must necessarily pay it out of dollars 
received from its subscribers. In our 
opinion, it is much more equitable 
to provide that the subscribers in the 
various cities should assume that 
responsibility, if such cities have used 
that method of providing additional 
tax revenue, than to require sub- 
scribers throughout the state to help 
carry the cost of paying the taxes 
exacted by these particular cities. 
x 

The supreme court of the state of 
Washington, however, in passing up- 
94 PUR NS 


on the same problem, State ex rel, 
Pacific Teleph. & Teleg. Co. v. De. 
partment of Public Service (1943) 
19 Wash2d 200, 52 PUR NS 6, 142 
P2d 498, distinguished between pay- 
ments made by the utility under fran- 
chises negotiated by the utility and 
the municipality involved and _pay- 
ments exacted from the utility by a 
municipality under license, occupation, 
use of street, or other similar taxes, 
and held with respect to the former 
that such payments should be charged 
to the general operating expenses of 
the utility and included within the 
statewide rates, and that the latter 
should be passed on to the customers 
within the municipality exacting them. 
The court took the position with 
respect to franchise payments that the 
installation of the utility’s plants 
within a city pursuant to such a 
franchise contract benefited not only 
the residents of the city involved, but 
also ratepayers over the entire sys- 
tem because as a result of the enter- 
ing into of the franchise contract the 
system was enlarged and made more 
generally useful and convenient. 

The supreme court of Missouri on 
January 14, 1952, rendered a deci- 
sion in the case of State ex rel. St. 
Louis v. Public Service Commission, 
— Mo —, 93 PUR NS 454, 245 
SW2d 851, in which it reversed an 
order of the Commission requiring 
St. Louis Water Company to fix 
rates under which the consumers in 
any and all municipalities which seek 
to obtain revenue from such taxes 
or payments should bear the burden 
of providing such revenue. The 
court held that all taxes levied against 
a utility, including taxes on gross 
receipts, are a part of operating ex- 
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RE MOUNTAIN FUEL SUPPLY CO. 


penses and should be recovered out 
of rates, and that the record in the 
case did not warrant the Commission’s 
finding and order. 

7. We have reviewed the foregoing 
decisions of courts and Commissions 
because the problem presented in 
this case is one which will have to 
be considered by this Commission at 
a later time in connection with the 
other utilities operating in the state 
of Utah. This Commission is dis- 
posed to take the position that when- 
ever a municipality in this state 
imposes upon a utility a special tax 
for revenue-raising purposes, whether 
denominated a license fee, occupation 
or use of streets tax, or franchise fee, 
which benefits primarily the customers 
on the utility’s system within that 
municipality, the rates of the utility 
for service within that municipality 
should be increased to provide the 
necessary revenue to pay those spe- 
cial taxes. This position in our 
opinion is adequately supported by 
the authorities on the subject. The 
ordinances of the three cities involved 
in this case impose special taxes or 
license fees for revenue-raising pur- 
poses and could not in any way 
benefit any of the users of natural 
gas outside the cities involved. The 
company now is and has been for 
many years serving gas in those cities 
under lawful franchises, copies of 
which are on file with this Commis- 
sion. 


8. If the consumers of gas within 
the limits of cities which impose such 
revenue measures are cognizant of 
the burdens imposed upon them by 
their city officials such consumers 
will keep those taxes or fees within 
reasonable limits and, therefore, the 


increased rates due to such taxes or 
fees should be shown on the bills 
rendered to those consumers by some 
proper and convenient designation. 
The Commission also desires it to 
be clearly understood that whenever 
a city reduces or eliminates such spe- 
cial taxes the increased rates which 
are imposed as a result of such spe- 
cial taxes shall be reduced or elim- 
inated accordingly. 


Conclusion 


After full consideration of the evi- 
dence in this matter and based upon 
the foregoing findings the Commis- 
sion concludes that Amendment No. 
1 to Schedule of Domestic and Com- 
mercial and Industrial Rates for 
Natural Gas, P.S.C. Utah No. 14-A, 
of Mountain Fuel Supply Company, 
should be allowed to become effective 
as to gas service rendered on and 
after May 1, 1952. 


ORDER 


Now therefore, based upon the 
foregoing report, findings, and con- 
clusion : 

It is hereby ordered, that Amend- 
ment No. 1 to Mountain Fuel Supply 
Company’s Schedule of Domestic and 
Commercial and Industrial Rates for 
Natural Gas, P.S.C. Utah No. 14-A, 
hereby is approved to become effec- 
tive as to gas service rendered on 
and after May 1, 1952, provided, 
however, that before any rate for 
gas service shall be increased by the 
company within any municipality 
pursuant to the provisions of sub- 
paragraph (d) of the said Amend- 
ment No. 1 to P.S.C. Utah No. 14-A, 
an amendment to the rate schedule 
shall be filed with this Commission 
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specifying the increased rate and such 
increased rate shall not become ef- 
fective until approved by this Com- 
mission. 

It is further ordered, that if the 
municipal occupation or license fees 
or taxes imposed upon the company 
by the cities of Salt Lake, South Salt 


be imposed in the future by any 
other city in which the company 
serves natural gas, which have re. 
sulted in increased rates applicable 
within such city, shall be reduced or 
eliminated, then the rate provided in 
said Amendment No. 1 applicable to 
such city shall be reduced or elim- 


Lake, and Sandy, or which might inated accordingly. 





ARKANSAS PUBLIC SERVICE COMMISSION 


Re General Waterworks Corporation 


Docket No. U-732 
June 11, 1952 


PPLICATION by water company asking promulgation of rule 

limiting use of water supplied in connection with operation 

of large air-conditioning and refrigerating units; application 

denied and company ordered to file provision for demand charge 
covering such use of water. 


Rates, § 605 — Water — Demand charge — Air-conditioning or refrigeration in- 
stallations — Absence of cooling tower. 

1. The seasonal load upon a water company resulting from the wasteful 
use of water in the operation of air-conditioning and refrigeration units 
without a cooling tower, with a consequent overloading of facilities and 
supply, should bear its proportionate share in supporting a fair return on 
present plant and any future expansion of facilities necessitated by the in- 
creasing load; and the most equitable way to accomplish this division of 
cost and to promote conservation of water supply is to provide for a demand 
charge covering the usage of water used in air-conditioning or refrigeration 
installations without cooling towers, p. 95. 


Service, § 481 — Water — Restrictions — Air-conditioning and refrigeration units. 
2. Issuance of a general order regulating the use of water supplied by 
utilities in connection with the operation of air-conditioning units was held 
not to be in the public interest where such an order was proposed to be 
applied to air-conditioning and refrigerating units having a rated capacity 
of 5 tons or more in order to prevent the waste of water, as this was con- 
sidered an individual problem affected by the source of the water supply 
and the capacity of the distribution system for each town, p. 95. 


> 
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RE GENERAL WATERWORKS CORP. 


By the Commission: On April 2, 
1952, General Waterworks Corpora- 
tion filed its application with the Com- 
mission asking the Commission to pro- 
mulgate a regulation limiting the use 
of water furnished by utilities for air- 
conditioning and refrigeration units 
having a rated capacity of 5 tons or 
more in order to prevent the waste of 
water. 

The matter was set for public hear- 
ing on May 20, 1952, and all water 
companies operating in the state were 
given due notice; however, the appli- 
cant was the only water company rep- 
resented at the hearing. 

From the testimony and evidence 
introduced in this case, the Commis- 
sion makes the following findings : 

In El Dorado, Arkansas, there is 
evident need for the conservation of 
water; while in Pine Bluff, Arkansas, 
the economics to provide sufficient 
plant to take care of the increased load 
which comes on the peak water load 
is a factor which would tend to affect 
all the users of water. 

From the testimony heard it ap- 
pears that the anticipated increase over 
the next five years in water usage due 
to air conditioning without towers 
would approximate 30 per cent. This 
would necessitate considerable addi- 
tions to plant to furnish capacity for 
this seasonal five months’ load. From 
exhibits submitted by General Water- 
works Corporation in this case it is ap- 
parent that an over-all saving to the 
user of air-conditioning and refrigera- 
tion units can be realized by the in- 
stallation of a cooling tower. 

[1, 2] In view of the wasteful use 
of water in the operation of air-con- 
ditioning and refrigerating units with- 
out a cooling tower, and the conse- 


quent overloading of facilities and sup- 
ply, it is deemed proper that this 
seasonal load should bear its propor- 
tionate share in supporting a fair re- 
turn on present plant and any future 
expansion of facilities necessitated by 
the increasing load. The most equi- 
table way to accomplish this division 
of cost of service and to promote the 
conservation of water supply is to con- 
sider the addition of a rider to the 
present water rate schedule setting a 
demand charge on all users of air- 
conditioning equipment of 3 tons or 
more capacity using water as the cool- 
ing medium without recirculating the 
water through a cooling tower. 

The General Waterworks Corpora- 
tion submitted a proposed rider of $5 
per ton/month to be applied during the 
5-month period of May, June, July, 
August, and September. After a 
study of exhibits submitted in this case 
covering the corporation’s operating 
experience for the year 1951, the Com- 
mission finds that there was not suf- 
ficient evidence to support the $5 de- 
mand charge as proposed by the cor- 
poration’s rider as filed. 

The air-conditioning load is on the 
water system approximately five 
months during the peak season of 
water usage. To compensate the water 
company for this low annual load 
factor and eliminate discrimination 
against the average customer who 
uses approximately the same amount 
of water the year around, it is desir- 
able that a demand charge be applied to 
these air-conditioning customers with- 
out towers. 

Since the air-conditioning units are 
off the water system for seven months 
of the year, these customers should 
pay, in addition to the charges under 
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the regular rate schedule, the fixed 
costs applicable to these seven months 
on an assumed usage basis to compen- 
sate for their low load factor. 

The Commission therefore finds 
that it would not be in the public in- 
terest at this time to issue a general 
order regulating the use of water sup- 
plied by utilities in connection with the 
operation of air-conditioning units, as 
this is an individual problem affected 
by the source of the water supply and 
the capacity of the distribution sys- 
tem for each town. 

However, the Commission does 
recognize the impending water short- 
ages due to the lowering of water ta- 
bles in certain areas, particularly in 
El Dorado and Pine Bluff, and finds 
that it is in the public interest for 
General Waterworks Corporation to 
file a rider to its present water rate 


schedules to be applicable to the cities 
and towns in which it operates in ac- 
cordance with the finding set out 
above. 

It is therefore ordered that: 


1. The application of General 
Waterworks Corporation for an 
order limiting the use of water fur- 
nished by utilities for air-conditioning 


and refrigeration units having a rated 
capacity of 5 tons or more be, and js 
hereby, denied. 

2. The approval of the demand 
charge rider of $5 per ton/month to 
customers using water in connection 
with air-conditioning units of 3 tons 
or over be, and is hereby, denied. 

3. General Waterworks Corpora- 
tion be, and it is hereby, directed to 
file with the Commission within thirty 
days a rider to its present water rate 
schedules, which is to be applicable to 
the cities and towns in which it op- 
erates, providing for a demand charge 
per ton/month basis covering the us- 
age of water used in air-conditioning 
or refrigeration installations without 
cooling towers. General Waterworks 
Corporation is to file with this rider 
an exhibit of calculations based on air 
conditioning without towers, water 
usage in 1951 as compared with total 
water usage, the amount of the rider 
so fixed to be determined in direct re- 
lation that the appropriate fixed 
charges have to the present water rate 
schedule. This rider is to become ef- 
fective on and after January 1, 1953, 
subject to the approval of this Com- 
mission. 
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Industrial Progress 


A digest of information on new construction by pri- 

vately managed utilities; similar information relating 

to government owned utilities; news concerning prod- 

ucts, supplies and services offered by manufacturers; 
also notices of changes in personnel. 


$32,000,000 Expansion Program 
Announced by Westinghouse 


A $32,000,000-expansion program that will 
take about a year to complete is under 
way at the South Philadelphia Works of the 
Westinghouse Electric Corporation, D. W. R. 
Morgan, vice president, disclosed recently. 

The project involves re-occupancy, under 
lease agreement, of the Navy-owned Merchant 
Marine plant adjoining the South Philadelphia 
Works, extensions to existing buildings, ex- 
tensive purchases of new machine tools, and 
a previously announced $6,000,000 steam and 
gas-turbine research and development labora- 
tory. 

The current program will materially in- 
crease production of marine propulsion units 
of all sizes and electric utility turbines in sizes 
irom 10,000 to 250,000 kilowatts, according to 
Mr. Morgan. It will also provide needed manu- 
facturing facilities to increase production of 
gas turbines, now being used in greater num- 
bers as prime movers for power generators, to 
drive locomotives, and to pump gas through 
the nation’s pipelines. 


Potomac Electric Plans Third 


Unit for Alexandria Plant 


oromAc ELectric Pewer Company has be- 

gun construction of a third turbo-generator 
unit at its Potomac River power plant, at 
Alexandria, Virginia. 

This new $16,000,000 unit will be placed in 
operation in 1954. It will have a rated capacity 
of 90,000 kilowatts—the largest unit in any of 
PEPCo.’s three plants—and it will bring the 
total rated capacity at the Potomac River power 
plant to 250,000 kilowatts. 

At the company’s Benning plant, construc- 
tion of a new 25,000 kilowatt high-pressure 
topping turbine together with additional boiler 











SALESMAN 


One of the leading manufacturers of 
controls is in need of a successful sales- 
man to sell gas controls, This is more 
than the usual opportunity .. . it can be 
a secure connection for a conscientious 
man well experienced in selling to man- 
ufacturers. 

_ Send references and complete informa- 
tion regarding sales experience. 


Box 82, Public Utilities Fortnightly, 
Munsey Bldg., Wash., D. C. 











capacity and other equipment, is nearing com- 
pletion and it is expected this $10,500,000 unit 
will be placed in operation this summer. 

During the first four months of 1952 the 
company’s gross additions to property and plant 
were $5,542,000. 


Niagara Mohawk Buys Inner- 
Cooled Generator 


HE NIAGARA MoHAWK PowER COMPANY 

has bought an 80,000-kw, 3600-rpm inner- 
cooled generator from the Westinghouse Elec- 
tric Corporation. The unit is scheduled for 
shipment to the company’s Huntley station next 
March, and will be the first to employ the new 
inner cooling technique in both the rotor and 
stator. 

Inner cooling was announced last fall, and 
consists of passing the hydrogen gas through 
specially-constructed hollow coils. Bringing 
the hydrogen in intimate contact with the cop- 
per conductors increases the cooling effect to 
such an extent that a generator of a given 
rating can be built with considerably less cop- 
per and steel. 


New G-E Lightning Arrester 


NEW lightning arrester and cutout unit- 
combination for mounting on a conven- 
tional rural transformer (3 to 25 kva) has 
been announced by the General Electric Com- 
pany’s Distribution Transformer Department. 
The unit-combination has protective charac- 
teristics comparable to those of the individual 
units. It is adaptable to left or right hand posi- 
tioning with respect to secondary conductors. 


Pennsylvania P, & L. Plans 
$119,000,000 Program 


T= PENNSYLVANIA POWER AND LIGHT 
CoMPANY expects to spend $119,000,000 
over a three-and-one-half-year period -ending 
December 31, 1955, about one-half to be used 
to obtain 257,500 kilowatts of additional gen- 
erating capacity. 

The company’s generating system, which has 

(Continued on page 26) 


METER SEALER 


e@ Complete with wire snips. 
Sturdy steel, with pow 
leverage, yet lightweight. 
Flat lettered dies included, 
. (with slotted or recessed 
ies 86.75) 





Write for 
FREE Catalog. 


A. C. GIBSON CO., INC. aurrato's. NY. 
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been expanded at a cost of about $140,000,000 
since 1947, now has a generating power rated 
at 675,960 kilowatts. 


U. S. Rubber Issues Catalog 
On Wires and Cables 


HE electrical wire and cable department, 

United States Rubber Company, has pub- 
lished a new, 186-page general catalog of its 
line of more than 500 different types of wires 
and cables. 

The catalog contains comprehensive data on 
construction and operating characteristics for 
such products as control and signal cables, re auil- 
road wire and cables, wire and cables for the 
building industry, telephone wire and cables, 
mine cables, and portable cords. A detailed 
technical engineering data section is also in- 
cluded. 

Copies of the eatalog may be obtained from 
Rk. H. Turner, United States Rubber Com- 
pany, Rockefeller Center, New York. 


Adalet Mfg. Adds to Conduit 
Fittings Line 


5 ADALET MANUFACTURING COMPANY 
announces an addition to its line of elec- 
trical conduit fittings. This is a series of phe- 
nolic insulating cable racks. Keynote of ma- 
terial quality is summed up in two words 

“canvas base”—which is said to give added 
strength and endurance to the “Sali” laminated 
phenolic insulating material of which they are 


made. It is believed that the Adalet cable rack 
is the only rack available made of strong can- 
vas base insulating material. High tensile, 
flexural and dielectric strengths of the material 
are the same as found in other Sali fittings 
manufactured by the company. The series js 
divided into two groups as required by the 
National Electric Code for 300 volts and un- 
der, or over 300 volts. Standard racks have 
maximum size holes possible to maintain re 
quired clearances. Mounting bolt holes take 
standard size bolts. 

For more detailed information write to the 
company at 14300 Lorain Avenue, Cleveland 
11, Ohio. 


Foster Wheeler Booklet 
On Cooling Towers 

A NEW illustrated, 36-page catalog on cool- 

ing towers has been issued by Foster 
Wheeler Corporation. The booklet contains de- 
tails of construction, charts, suggestions o1 
recirculation, and surroundings. It also in- 
cludes “Inquiry Data Sheet” for planning your 
requirements. 


E. E. Reagle Joins Sales Staff 
Of B&W Tubular Products Div. 


E. REAGLE has joined the technical staff 

e of the sales department of the Tubular 

Products Division of The Babcock & Wilcox 

Company, it was announced by W. J. Thomas, 
(Continued on page 28) 
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Rabbits out of the hat. 


corporate finance and 
stockholder and public relations. 


The ace of spades out of 
A gold watch out of an orange. And, 
according to many Lincoln customers, the “impossible” 
things we accomplish in producing their toughest 
work on schedule. They find it a highly enjoyable show. 
May we stage it for you? Call or write 


L a ®  « re ] L Ni financial printers 


NEW YORK (6): 
CHICAGO (5): 


130 Cedar Street * WOrth 43760 
732 Sherman Street ° WAbash 2.4001 


Specialized service in all 
documents relating to 




















Mention the FortNiGHTLY—It identifies your inquiry 





le rack 
Z can- 
tensile, 
aterial 
fittings 
Ties is 
by the 
nd un 
s have 
iin re 
S take 


to the 
veland 


1 cool- 
Foster 
ns de- 
ns o 
oO in- 
. your 


aft 
Div. 
staff 


ibular 
‘ilcox 


age ens ose 


Kd 


ot ttf 
Oh hae 


\ 


Performance-Proved 


Right on grade on a rush job. 
More than a quarter century of 


efficient performance in utilities 
trenching work has earned for 
CLEVELANDS their reputation 
for producing more trench in 
more places at less cost. 


LOOK AT THESE FEATURES 


e Wide variety of speed and 
power combinations provides 
the right combination for 
every job. 


© Compact, maneuverable — 
fits more jobs in congested 
or open areas. 


® Maximum operator efficiency 
and visibility—correct group- 
ing of easy acting controls. 

® Safe, fast, trailer mobility— 
less waste-time between jobs. 

@ Proved design and materials 
—less weight —more work — 
longer life. 


Write for descriptive @ Unit type construction — 
bulletin, form §-111 simplifies servicing. 


Pioneer of the Modern Trencher 
THE CLEVELAND TRENCHER CO. 


20100 ST. CLAIR AVENUE ° CLEVELAND 17, OHIO 
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veneral sales manager of the division. 

Mr. Reagle was associated for a number of 
vears with Sharon Steel Corporation as gen- 
eral superintendent at Sharon and also as man- 
ager in charge of special sales. Immediately 
prior to coming with B&W he was president 
of Ing-Rich Metal Products Company, Fast 
Palestine, Ohio. 

Mr. Reagle will 
the general 
Beaver Falls 


his headquarters at 
division at 


make 


sules offices of the 


‘CP’ Range Program Hits New 
High With 13 New Members 


 aare-rown makers of automatic gas 
ranges, representing 76 per cent of the gas 
range production in the United States and 
Canada, are now members of the “CP” Man- 
ufacturers Group of the Gas Appliance Man- 
ufacturers Association, it was announced re- 
cently by Julius Klein, group chairman. 

Thirteen manufacturers joined during the 
past year, Klein said, to bring the “CP” group 
to an all-time high in membership. 

Mr. Klein pointed out that the “CP” pro- 
eram was started in 1938 with the basic re- 
quirement being conformity to the safety 
standards of the American and Canadian Gas 
Associations. Seventeen additional construc 
tion and performance requirements have been 
added since that time. A new program of “CP” 
requirements is under consideration which will 
make the “CP” seal of even greater value as a 
buying guide for the homemaker, according 











@ VALUATION 
ENGINEER 


Unusual opportunity with large 
engineering firm in the East for graduate 
registered professional engineer. Appli- 
cant should have general experience 
in all phases of public utility appraisal 
work including economic aspects of 
value. Ability to organize and direct 
investigations and appraisals essential. 
Experience in preparing and presenting 
evidence as an expert witness very 
desirable. Applications will be treated 
confidentially. Give full particulars as 
to education and professional experi- 
ence. Personal interview will be 
arranged later. 


@ Write immediately to: 


Public Utilities Fortnightly 
x 
Munsey Building 
Washington 4, D.C 
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to Mr. Klein. Instead of requirements whic 
pertain primarily to technical aspects and de. 
velopments, new specifications will place em. 
phasis on convenience features as well. 


New 300-lb. Steel Seat Union 


‘> Caviro. MANUFACTURING & Suppy 
Company, Columbus, Ohio, announces th 
manufacture of an additional Integral Stee! 
Seat 300-Ib. Steam ~~ Union, made fro: 
seamless and forged steel. This Union is de 
signed for 2000-lb. cold waiter, oil, or gas, nor 
shock, or 300-lb. steam pressure. 

According to the announcement, this Union 
has been introduced because of the tremendous 
demand for a Steel Seat Union similar to th 
2000-Ib. Brass Seat Union introduced by the 
Capitol Manufacturing & Supply Compan 
last year. Further information may be secured 
from the manufactures. 


Ohio Fuel To Boost bg 
Of Underground Storage 


(= Fue. Gas Company of Columbus, has 
announced plans to spend $5,400,000 this 
vear to boost capacity of its underground stor 
age areas by 13 per cent 

The company had more than 600 wells i 
its storage system at the end of 1951 a 
plans to add 100 or more wells to its under- 
ground storage before the year-end. Ohio Fuel 
drills new wells, reconditions old ones and 
builds high pressure lines to link the wells 
with other lines that carry the gas to market 

Company spokesmen said present under- 
ground storages in five former gas-producing 
areas have a capacity of 100 billion cubic feet. 
The 1952 expansion program will boost their 
capacity to 113 billion feet. 


Delta-Star Announces New Line 
Of Center-Break Switches 


NEW line of “PMK” horizontal center- 

break switches has just been announced 
by Delta-Star Electric Company, Division of 
H. K. Porter Company, Inc., Chicago. 

These new switches incorporate a new con- 
tact assembly featuring independently sprung 
pressure-applying springs; a new bronze ball- 
bearing swivel terminal; and insulator bear- 
ings with non-rusting, double race, stainless 
steel ball bearings. 

The “PMK-22” switch has a direct linkage 
connection between the two rotating insulators. 
The “PMK-23” has a center bearing with a 
toggle linkage between the two rotating insula- 
tors. 

These new “PMK's" are available in all 
standard voltage ratings from 7.5 to 161 Kv 
and in ampere ratings of 400 (up to 46 Ky), 
600 and 1200 amperes .. . for upright and in 
verted mounting. 

Complete details on this new line are cor 
tained in Publication #5205, available by writ- 
ing Delta-Star Electric Company, Division o! 
H. K. Porter Company, Ine., 2437 W. Fulte 
street, Chicago, Illinois. 
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light-duty International has a hidden ti Look for these exclusive 

a that keeps it on the job....It’s * Internationa! Truck advantages: 

MINA. ® Valve-in-head truck engines, built in the world’s largest 
International light-duty truck is all truck engine plant. 

ck... with the same kind of engineer- ®@ The “roomiest, most comfortable cab on the road’’—the 
that has kept Internationals the heavy- Comfo-Vision Cab. One-piece, full vision windshield. New 
ty leader for 20 straight years. Result: green tinted “Solex Duplate” glass available. 

stays on the job at lower operating and 
bintenance costs. It’s easy to handle 


© Super-steering system — more positive control, easier han- 
dling. 37° turning angle for greater maneuverability. 


: » comfortable. ®@ Wide variety of light-duty models—GVW ratings from 
anpemmapies _— 4,200 to 8,600 Ibs. 115, 127, 134-in. wheelbases. Pickup, 
Want to save money? See your Inter- os panel, stake and other types of bodies to meet your needs. 
tional Dealer or Branch, soon. 3 ®@ More than half the International Trucks ever built are 


still on the job. 
RNATIONAL HARVESTER COMPANY = Chicago 


International Harvester Builds McCormick Farm Equipment and Farmall Tractors... Motor Trucks...industrial Power...Refrigerators and Freezers 


Better roads mean a better America 


INTERNATIONAL “~~ TRUCKS 


“Standard of the Highway” 
oe Bk " i ta 


Shown is an 1-120, 127-in. wheelbase, 
5,400 Ibs. GVW, with special utility body. 
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THE REASON FOR THE MERCURY SWITCH IS THE ADDED SAFETY- 
BETTER PERFORMANCE AND LONGER CONTROL LIFE-ALL OF 
WHICH ARE IMPORTANT WHEREVER CONTROLS ARE REQUIRED 


WHY CONSIDER LESS WHEN YOU CAN GET SO MUCH MORE 


WRITE FOR COMPLETE CATALOG 


THE MERCOID CORPORATION ¥ 4201 BELMONT AV.,CHICAGO 41. ILL 


MANUFACTURERS OF AUTOMATIC CONTROLS FOR HOME 
COMFORT AND VARIOUS INDUSTRIAL REQUIREMENTS 
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plant design and layout 


Plans—drawings and specifications—are cold 
and impersonal, although they are efficient steps 
toward an end result. They are more than that when they 
represent the best thinking of men who have pride 
in seeing their efforts take shape in structure and equipment 


that produce the required results. 


We invite your inquiry... Write for our illustrated booklet describing 
our consulting and design engineering services. 
Address: Department E 


20 Pine Street, New York 5, N. Y. 
INVESTIGATIONS 
REPORTS 
FINANCING 
ACCOUNTING 
TAXES 
INSURANCE 
PENSIONS 
RATES ; _— 
DEPRECIATION oe s and wubsidtaves 
VALUATIONS > 4 es 
CONSULTING & DESIGN ENGINEERING Be in ‘ ; COMMONWEALTH ASSOCIATES INC. 


METERING & yy 
PURCHASING COMMONWEALTH GAS CONVERSIONS INC. 


ene 8 PO ERCANDISIOG Se Pine Sheet. New York is MY, 
cas conversions See, <7 _ ane freon, Michigan Washinglm. DC 
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The Missouri-Pacific Lines’ new freight ter- 

minal at St. Lovis—one of the world’s 
i most modern and efficient —is equipped with Kinnec 
Steel Rolling Doors and Kinnegr, Steel ROL-TOP Doors. 


ee 


Where doors get their toughest assignments... 


KINNEAR Rolling Doors 


prove their extra value for every need 


The advantages of Kinnear Rolling Doors for all types of buildings 
are proved by their performance in big installations like this — 
where doors are the very life-line of efficiency. 


The coiling upward action of Kinnear Rolling Doors makes all floor 
and wall space around doorways fully usable at all times. Freight or 
materials can be stacked close to the door curtain, inside and outside 
the building, without blocking door action. 


Opening completely out of the way above the lintel, the doors stay 

out of reach of damage by wind or vehicles. The interlocking steel- 

slat construction — originated by Kinnear — provides a rugged, all- 
metal curtain that assures 
long service and low main- 
tenance, plus extra protec- 
tion against fire, theft, and 
the elements. 


Kinnear Rolling Doors are 
tailored to fit any opening, 
in old or new buildings. 
Kinnear Motor Operators 
are also available, for push- 
button control. Write today 
for complete information, 


eet 














Saving Ways in Doorways 


INNEAR 


ROLLING DOORS 


4 The KINNEAR Mfg. Co. 
FACTORIES: 
2060-80 Fields Avenue, Columbus 16, Ohio 


1742 Yosemite Ave., San Francisco 24, Calif. 


Offices And Agents tn All Principal Cities 
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HYDRO ELECTRIC SYSTEM 
City of Winnipeg, Canada 
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LTERNATOR SYSTEM 


This forward-looking organization is lower radio maintenance costs 
other one of the many Public Utilities more consistent radio operation 
There are L-N Alternator Systems rated at 
50 amps. and 80 amps. for 6-volt systems; 
your two-way radio cars and trucks... 60 to 150 amps. for 12-volt systems. 


+ erever current demands = high wn For all the facts, write The Leece-Neville 
(N Alcernator System will give you: Company, Cleveland 14, Ohio. Automotive 
25 to 35 amperes with engine idling Electric Equipment for Over 40 Years. 
new freedom from battery troubles Distributors in principal cities 
longer battery life .. . Service Stations everywhere. 


BE SURE TO SPECIFY LEECE-NEVILLE 


ii 


ALTERNATOR SYSTEMS « GENERATORS + STARTING MOTORS 
PLE - REGULATORS + SWITCHES » FRACTIONAL HP MOTORS 


TRUCK sus DIESEL OFF-HIGHWAY PASSENGER RAILROAD MARINE inousrel 





OVER EIGHT 
MILLION 
HORSEPOWER 


The Newport News Shipbuildin 
and Dry Dock Company has « 
ceived orders for the building 
hydraulic turbines aggregatin 
output of 8,150,000 horsepowe 


ASSEMBLY OF SPIRAL CASINGS FOR C. J. STRIKE DEVELOPMENT 


NEWPORT NEWS 


SHIPBUILDING AND DRY DOCK COMPANY 


Newport News, Virginia 
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PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 








Tue American Appraisat Company 


ORIGINAL COST STUDIES @ VALUATIONS @ REPORTS 
for 
ACCOUNTING AND REGULATORY REQUIREMENTS 


NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 








AMERICAN CALIQUA COMPANY 


CONSULTING ENGINEERS 
HIGH TEMPERATURE WATER DISTRIBUTION SYSTEMS 


Space Heating and Industrial Processing 
District and Municipal Heating 
10 E. 39th St., New York 17, N. Y. 








BLACK & VEATCH 
CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
4706 BROADWAY, KANSAS CITY 2, MISSOURI (SINCE 1915) 








DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


DESIGN, CONSTRUCTION, INVESTIGATIONS, REPORTS, APPRAISALS AND MANAGEMENT 











Ford, Bacon & Davis 


VALUATIONS Ifo ine CONSTRUCTION 
REPORTS G RATE CASES 
NEW YORK @ CHICAGO @ LOS ANGELES 
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GIBBS & HILL wo. 


CONSULTING ENGINEERS 
DESIGNERS - CONSTRUCTORS 


NEW YORE LOS ANGELES 

















GILBERT ASSOCIATES 


GA : INCORPORATED 
ENGINEERS © CONSULTANTS * CONSTRUCTORS 


FOUNDED 1906 





NEW YORK - READING - WASHINGTON + HOUSTON © PHILADELPHIA + ROME * MANILA + MEDELLIN 





x. 





W.C GILMAN & COMPANY 
CONSULTING ENGINEERS 


Valuations — Depreciation Studies — Rate of Return 
Investigations and Reports for Financing 
Transit and Traffic Surveys — Fare Studies 


55 Liberty Street New York 5 








JAY SAMUEL HARTT 


CONSULTING ENGINEER 
327 South LaSalle Street . CHICAGO * Telephone HArrison 7-8893 








Consultant to Public Utilities: Valuations; Rate of Return Studies; Reports for 
Financing; Other Problems of Management, Engineering and Finance. 








CYRUS G. HILL, ENGINEERS 


Public Utility Properties 
Valuation and Operating Reports 
Plans — Design — Construction — Rate Cases 


231 So. LaSalle Street Chicago, Illinois 








Gustav Hirsch Organization, Inc. 
Consulting and Supervisory Engineers 


1347 West Sth Ave., Columbus (12) Ohio © Telephones: L. D. 78—Kingswood 061! 
ALL PHASES OF PUBLIC UTILITY ENGINEERING AND SUPERVISION OF CONSTRUCTION. 














HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 


1384 HOLLY AVENUE ° COLUMBUS, OHIO 





— 
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JENSEN, BOWEN & FARRELL 
ENGINEERS 
ANN ARBOR, MICHIGAN 
airless ee STUDIES— 
for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
ORIGINAL COST AND CONTINUING PROPERTY RECORD 
DETERMINATION 





She Kuljian Coyoradion 


ENGINEERS ° CONSTRUCTORS 


POWER PLANT SPECIALISTS 


DESIGN e CONSTRUCTION e MANAGEMENT 
SURVEYS e INVESTIGATIONS e REPORTS 


1200 N. BROAD ST., PHILADELPHIA 21, PA. 











William S. Leffler, Engineers Associated 
NOROTON, CONNECTICUT 


Utility Management Consultants Specializing in REGULATORY 
GAS 
acme COST ANALYSIS ascites 


for past 35 years 
Send for brochure: "'The Value of Cost Analysis te Management"’ 








N. A. LOUGEE & COMPANY 


Engineers and Consultants 


REPORTS—APPRAISALS—DEPRECIATION STUDIES 
RATE CASES—BUSINESS AND ECONOMIC STUDIES 


120 Broadway New York 








RATES TAXES 


SAFETY MIDDLE WEST FINANCE 
PENSION INSURANCE 
BUDGETING SERVICE ADVERTISING 














PERSONNEL co ACCOUNTING 

ENGINEERING e SALES PROMOTION 

STOCK TRANSFER 20 N. WACKER DRIVE, CHICAGO PUBLIC RELATIONS 
Pioneer Servies eens Co. 


SPECIALISTS IN 
ACCOUNTING, FINANCING, RATES, 
INSURANCE AND DEPRECIATION 


CONSULTING, DESIGNING AND 


OPERATING ENGINEERS 
PURCHASING 





231 SOUTH LA SALLE STREET. CHICAGO 4, ILLINOIS 





Outstanding Designing « Engineering + Construc- 


tion * Piping » Equipment « Surveys 
in the * Plans + Steam or Diesel Power 
Plants, Alterations, Expansions 


Industry 
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THE RUST ENGINEERING co. 


Power Plant Design and Construction 
Boiler Settings, Chimneys, Equipment Erection 


PITTSBURGH, PA. 


BIRMINGHAM, ALA, 








SANDERSON & PORTER 


ENGINEERS 
AND 


CONSTRUCTORS 


S&P 








Sargent & Lundy 
ENGINEERS 


Steam and Electric Plants 
Utilities—Industrials 
Studies—Re ports—Design—Supervision 
Chicago 3, lil. 








The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—Appraisals 
Consulting Engineering 


80 BROAD STREET 


NEW YORK 4, N. Y. 








Whitman, Requardt and Associates 


DESIGN — CONSTRUCTION 
REPORTS — VALUATIONS 


1304 ST. PAUL STREET 


Publishers of the 35-year-old 
HANDY-WHITMAN INDEX 
for Public Utility 
Construction Cost Trends 
Including Hydro-Electric Properties 
BALTIMORE 2, MARYLAND 








ALBRIGHT & FRIEL INC. 


Consulting Engineers 


Water, Sounse and Industrial Wastes Gostteme 
Airfields, Refuse incinerators, Dam 
Power Plants, ae | oe — trot 
industrial Building 
City Planning. Reports, ‘Appraisals and Rates 
Laboratory 


121 SOUTH BROAD ST. PHILADELPHIA 7 





EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 
Public Utility Valuations, Reports and 

Original Cost Studies 


910 Electric Building Indianapolis Ind. 











Boopy-BENJAMIN 


ASSOCIATES, Inc. 
CONSULTING ENGINEERS 
Power Plant Design, Specification and 
Construction Supervision 
Economic and Thermodynamic Studies 
Technical Services and Reports 


28 WEST ADAMS * DETROIT 26, MICHIGAN 











ENGINEERS, CONSTRUCTION AND 
MAINTENANCE CONTRACTORS 
for the GAS INDUSTRY 
CONSOLIDATED 
GAS ano SERVICE CO. 
327 So. LaSalle St., Chicege 4, tL 
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GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
ENGINEERS 


HARRISBURG, PENNSYLVANIA 


Reports—A 





Original Cost and Dopreoiation Studies 
Rate Analysee—insuranece Surveys 


LUCAS & LUICK 
ENGINEERS 


DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LaSaiie St., CHicaco 








| FRANCIS S. HABERLY 


CONSULTING ENGINEER 


Valuation — Depreciation 
Investigations and Reports 


122 SoutH MICHIGAN AvBNUB, CHICAGO 


LUTZ & MAY 


Consulting Hngineers 


STEAM, GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGN—APPRAISALS 


1009 Baltimore Kansas City 6, Mo. 








SVEN B. HANSELL 


CONSULTING ACTUARY 
PENSION PLANS 


DEPRECIATION 
For Rate Cases and Income Tax 


1421 Chestnut Street Philadeiphia 2, Pa. 
Tel. Rittenhouse 6-3037 


A. S. SCHULMAN ELECctTRIC Co. 
Electrical Contracting Engineers 
TRANSMISSION LINBS—UNDERGROUND DistTRI- 
BUTION — Power STATION — INDUSTRIAL — 
COMMERCIAL INSTALLATIONS 


CHICAGO Los ANGELES 








HARZA ENGINEERING CO. 


Consulting Engineers 


L. F. HARZA 
E. MONTFORD FUCIK 
La na ro-Electric = Projects 


Lines, 
= Foundations, Harbor Structures, 
Soll Mechanics 


CALVIN V. DAVIS 


400 W. MADISON 8ST. CHICAGO 6, ILL. 





SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
#20 SOUTH LA SALLE STREET 
CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 








JACKSON & MORELAND 


ENGINEERS AND CONSULTANTS 


DESIGN AND SUPERVISION OF CONSTRUCTION 
REPORTS — EXAMINATIONS — APPRAISALS 
MACHINE DESIGN — TECHNICAL PUBLICATIONS 


BOSTON NEW YORK 














Testing + Inspection + Consulting 
Product Development & Research 


UNITED STATES TESTING COMPANY, INC. 


Hoboken, N. J. 


Boston * Chicago * Denver « Los Angeles 
Memphis « New York ¢ Philadelphia * Providence * Dallas 





LAURENCE S. KNAPPEN 


Consulting Economist 


Cost of Capital and Rate of Return Studies 
Analyses of Financial Statements 

Rate Case Investigations 
and Ex 





919 Eleventh Street, N.W., Washington 1, DO. C. 
Telephone: National 7793 


WESTCOTT & MAPES 


Incorporated 
ARCHITECTS ENGINEERS 
VALUATIONS — STUDIES — REPORTS — 
DESIGN — SUPERVISION 


UTILITIES — INDUSTRIAL PLANTS 
INSTITUTIONS — SCHOOLS — PUBLIC WORKS 


NEW HAVEN CONNECTICUT 











LARAMORE AND DOUGLASS, INC. 


CONSULTING ENGINEERS 


POWER PLANTS 
TRANSMISSION DISTRIBUTION 
DESIGN—REPORTS—APPRAISALS—RATES 


79 East Adams Street Calcago 3, Dlinois 











Representation in this Professional Directory 
may be obtained at very reasonable rates. 
Kindly address inquiries to: 


ADVERTISING DEPARTMENT 
Public Utilities Fortnightly 
309 Muasey Building 
Washington 4, D. C. 
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INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready oe 
ence. Their products and services cover a wide range of utility needs. 


A 


*Abrams Aerial Survey Corporation 
Albright & Friel, — Engineers 
*Alien & Compa 

American Appraisal Company, The 
American Caliqua Company 
Analysts ewan, The 

A-P Controls Corporation 
*Automatic Electric Co. 


Babcock & Wilcox Company, The 
*Barber-Greene Company 
*Bituminous Coal Institute 
Bi Veatch, Consulting Engineers 
*Blaw-Knox Division of Blaw-Knox Co. 
a th & Company 

idy-Benjamin Associates, Inc. 
Shertoushe Adding Machine Co. 


c 


Carter, Earl L., Consultin 
Cleveland Trencher Co., 
*Cochrane Corporation 

Columbia Gas System, Inc. ... 
Commonwealth Associates, Inc. 
Commonwealth Services, inc. 
Consolidated Gas and Service Co. 


Day & Zimmermann, Inc., Engineers ... 
Dodge Division of Chrysler Corp. 
*Drexel & Company 


Ebasco Services, Incorporated 

Electric Storage Battery Company, The 
Elliott Company 

*Equitable Securities Corporation 


F 


*First Boston Corporation 
Ford, Bacon & Davis, Inc., Engineers 
*Foster Wheeler Corporation 


G 


Gannett Fleming Corddry and Carpenter oo 
*Gas Appliance — pine = ° 
General Electric Compa Outside Back Cover 
Gibbs & Hill, Inc., Consatting Engineers 

Gibson, A. C., Com ny, Inc 

Gilbert Associates, nc 

Gilman, c., &C 

*Glore, Forgan & Co. 

*Guaranty Trust Co. of New York 





Haberly, Francis S., Consulti 

*Halsey, Stuart & Company, . 
Hansell, Sven B., Consulting Actuary 
Hartt, Jay Samuel, — iting Engineer 
Harza —_ wy F- 

Hill, Cyrus G Rafnoers 
Hirsch, Gustav, Organization, 
Hoosier Engineering Company 


international Business Machines Corporation .... 
International Harvester Company, inc. 
Irving Trust Company 


Professional Directory 


*Fortnightly advertisers not in this issue. 
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Jackson & Mcreland, Engineers 
Jensen, Bowen & Farrell, i 


K 


*Kidder, Peabody & Co. 

King, Dudley F 

Kinnear Manufacturing Company, The 

Knappen, Laurence S., Consulting Economist .... 
*Koenig Iron Works 

Kuljian Corporation, The 


*Lambert & Co. 
*Langley, W. C., 
Laramore and D 
Leece-Neville Co., The . 

Leffel, James, & Company, The 

Leffler, William S., Engineers Associated 
*Lehman Brothers 

Lincoln Engraving & Printing Corp. 
*Loftus, Peter F., Corporation 
Lougee, N. A., & Company, Engineers 
Lucas & Luick, Engineers 

Lutz & May, Consulting Engineers 


*Main, Chas. T., Inc., Engineers 

Mercoid Corporation, The 

*Merrill Lynch, Pierce, Fenner & Beane ....... 
Middle West Service Co. 

*Morgan Stanley & Company 

*Motorola, Inc. 











*National Association of Railroad and Utilities 
Commissioners 


Pacific Pumps, Inc. 
Pioneer Service & 1. weer Company ........ 
Pritchard, J. F., & Co 


Recording & Statistical Corporation 
Remington Rand Inc 

Robertson, H. H., Company 

Rust Engineering Company, The 


s 


Sanderson & Porter, Engineers 
Sargent & Lundy, Engineers 
Schulman, A, S., Electric Co., Engineers 
Sloan, Cook & Lowe, Consulting Engineers .... 
*Smith, Barney & Co. 

Sorg Printing Company, Inc. 
*Southern Coal Company, Inc 


Sprague Meter Company, The |... Inside Front “Cover 


*Tri-Line Company 


*Union Securities Corporation 
United States Testing Co., Inc. 


w 


Westcott & Mapes, Inc., Engineers 
win Ts Electric ————— 


White, Engineeri See. The .... 
Whitman, Requardt and Associate 
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y you can place full confidence in 
n FEED PUMPS by 


fl C ’ fi 
rs A MATTER OF RECORD 


That the availability for service of your boiler feed PUMP and the cost of main- 
taining it in top condition is determined by design - -- workmanship and materials 
of construction. 


i1’s A MATTER OF RECORD 


Pacific's designs provide the balanced proportions that insure mechanical strength 
_.. the simplicity of form that insures hydraulic efficiency --- material efficiency 
.. easy maintenance. 


i's A 


Pacific's precision workm ides .-- metal-to-metal sealing of internal 
joints to prevent water je i pressure area -- _ truly con- 
centric shaft sleeves - - - lo ecessary tO “ghrink” im- 
pellers on the pump shaft. 


it’s A MATTER OF RECORD 


Pacific Boiler Feed Pumps are fabricated from materials carefully selected for 
specific functions - - - steel forgin trength and stability --- alloy 
steels for hardness - - - resistance t d to corrosion-erosion- 


iv’s A MATTER OF RECORD 


Pacific Multi-Stage Boiler Feed Pumps are built for capacities to 9700 G.P.M. -- - 
Discharge Pressure t0 3000 psig - -- speeds to 5000 R.P.M.: - - _ Bulletin 109 for 
details. 

Pacific Single Stage TURBOPUMPS are built for capacities 10 1000 G.P.M. - -- 
Discharge Pressures to 1800 psig --- Speeds to 10,000 R.P.M. - +> Bulletin 118 for 
details. 
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HUN 
TINGTON PARK, CALIFORNIA 


port Office: 


h nin Bid 
g., 122 E. 42nd S 
. t. 
,. New York *& Offices in All Princi; 
incipal Cit 


Loss reduction alone pays for capac’ ‘or 


on Pacific Power 


& Light Co. system 


Capacitors save 50,000,000 kw-hrs annually 


In its progressive program of power-factor 
improvement, Pacific Power & Light has in- 
stalled 142,000 kvar of capacitors... 51°; 
switched. This amounts to 1 kvar for every 
2.43 kw of its 345,000-kw peak-load capacity. 
Capacitors raise PF—reduce losses. Without 
these capacitors P P & L’s power factor 
would be 82°;—annual losses 285 million 
kw-hrs. In 1951, with capacitors, its power 
factor was 97°,—losses 235 million kw-hrs. 
$150,000 saving pays for capacitors. Even 
at 3 mills per kw-hr this represents a $150,000 
saving each year. Annual cost of carrying the 
142,000 kvar of capacitors installed is $142,000 
($8 per installed kvar capitalized at 121%). 
Thus, the saving on power losses alone more 
than pays for the capacitors. 

Bonus of better voltage—reduced loading. 
Calculations show that the capacitors reduced 
voltage drop in overhead circuits by 23 to 
48°, depending on conductor size and length. 
And they released an estimated 15% of kw 
capacity. Both at no extra cost! 

Many types of General Electric capacitors 
are available. They’re economical to install, 
require practically no maintenance. For in- 
formation call your nearest G-E Apparatus 
sales office, or write to Section 407-37E, General 
Electric Co., Schenectady 5, N.Y. 





82,000 KVAR of capacitors —-about 17% switched 
have been installed on distribution circuits. 600 kvar 
of G-E capacitors above are installed next to voltage 
regulators near Sunnyside, Wash. 


- 
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CAPACITORS PAY. Pacific Power & Light finds that capad 
tor installations such as this 3300-kvar 4-kv G-E equipm 
pay for themselves by reducing power system losses. 


Remarc 


60,000 KVAR of capacitors—about 99% swit: -d—he 
been installed at P P & L substations. The four 500-kvs 
4-kv G-E equipments above are installed at the 2mpany| 
Pendleton, Oregon substation. 


GENERAL @@ ELECTRIC 





